
Welcome to the PWelcome to the P--STRAT STRAT 
Simulation Experience!Simulation Experience!

Interactive, RealInteractive, Real--Time Time 
Procurement Strategy Procurement Strategy 

SimulationSimulation
• Rene A. Yates, C.P.M.
• ISM Manager, Professional 

Development Services
• 480-752-6276 ext. 3080
• ryates@ism.ws



Executive SummaryExecutive Summary
Intense 2Intense 2--day learning experience day learning experience 

Formulate and execute a supply strategy Formulate and execute a supply strategy 

Apply supply management tools Apply supply management tools 

Can be  intertwined with lectures, group discussions and team Can be  intertwined with lectures, group discussions and team 
presentations for optimized learning impact presentations for optimized learning impact 

The simulation can sit alongside, or be woven into, a clientThe simulation can sit alongside, or be woven into, a client’’s own s own 
learning materiallearning material

As a client said, As a client said, ““It raises people above the transaction mentalityIt raises people above the transaction mentality””

Users of PUsers of P--Strat include Alcoa Europe, British Telecom, Gillette Strat include Alcoa Europe, British Telecom, Gillette 
International, GKN, Kraft International, International, GKN, Kraft International, InBevInBev, Lloyds TSB, Phelps , Lloyds TSB, Phelps 
Dodge Mining, Unilever InternationalDodge Mining, Unilever International



The Simulated Supply EnvironmentThe Simulated Supply Environment

Four teams, each representing one of four competing mobile phoneFour teams, each representing one of four competing mobile phone
companiescompanies

Take over Take over ““steady statesteady state”” subsub--optimal sourcing situationoptimal sourcing situation

Different sourcing patternsDifferent sourcing patterns

Incumbent suppliersIncumbent suppliers

Goals: Goals: progress and improveprogress and improve

PricePrice--qualityquality--delivery mix based on strategic considerations delivery mix based on strategic considerations 

Success depends Success depends totallytotally on quality of supply decisionson quality of supply decisions

No marketing/sales decisionsNo marketing/sales decisions



The ParticipantsThe Participants’’ TasksTasks

•• Map spend and assess criticality of supplyMap spend and assess criticality of supply

•• Gather supply market & supplier intelligenceGather supply market & supplier intelligence

•• Formulate and execute strategiesFormulate and execute strategies

•• Execute supply management initiativesExecute supply management initiatives
•• Apply strategicallyApply strategically--appropriate tools & techniques appropriate tools & techniques (right tool(right tool--right right 

suppliersupplier--right sequence) right sequence) 

•• Assess and select suppliers (priceAssess and select suppliers (price--qualityquality--service mix) service mix) 

•• Analyze resultsAnalyze results

•• Manage components and finished goods inventoryManage components and finished goods inventory

•• Present business plan to CEO (Instructor)Present business plan to CEO (Instructor)



Formulating Strategies  (Formulating Strategies  (KraljicKraljic Matrix)Matrix)

• Teams agree on quadrant 

•Assess Value 

•Assess Criticality

•Assign to Quadrant

• Identify quadrant goals

• Develop strategies

• Present to CEO (facilitator)HighLow
Low

High

Criticality/
Risk

Value/
Spend

Non-Critical

Bottleneck Strategic

Leverage



The Setup ~ Learning EnvironmentThe Setup ~ Learning Environment

5 rounds representing 5 trading periods5 rounds representing 5 trading periods

Over 17 intelligenceOver 17 intelligence--gathering options availablegathering options available

Consumer satisfaction reportConsumer satisfaction report

Investigate suppliers outsourcing practicesInvestigate suppliers outsourcing practices

Over 19 supply tools/initiatives availableOver 19 supply tools/initiatives available

Price benchmarkingPrice benchmarking

Bundle dealsBundle deals



Sources ofSources of IntelligenceIntelligence







PP--STRAT Local  Area Network updates every 30 seconds!STRAT Local  Area Network updates every 30 seconds!
Team computers are connected to the tutorTeam computers are connected to the tutor’’s PCs PC

Intelligence-gathering,
procurement initiatives, 
purchasing decisions  
in real-time

What teams do affects situation 
and affects the other teams
– it’s interactive!

Chip spot prices,
messages displayed on screen, 
vary in real time

Link with supply markets 
and end-customer 
marketplace

Activities consume company
management time and 
budget; these are limited
- must prioritise

Deadlines by which
all decisions must 
be executed

Tutor

Documents, not just statistics, flow across the network



Typical Simulation ProgressionTypical Simulation Progression

A series of trading periods each with a deadline . . .

With breaks for discussions 
on participants’ thinking

Plus team’s present strategies
to facilitator (acting CEO)

P3P0 P1 P2 P4 P5

Periods will speed up

Within each activity period teams will be . .. 

Brainpower and teamwork is more
important than the computer…

… the computer is a means of
executing activities!

Making
purchasing
& contract
decisions
Clicking the

“buy” button!

Executing
procurement 

initiatives
Gathering

intelligence

Assessing the
situation 

and formulating 
strategy

. . . after deadline results & reports will be fed back for that period  



Metrics for ImprovementMetrics for Improvement

•• Sales RevenueSales Revenue
•• Component CostsComponent Costs
•• Production Efficiency Production Efficiency 
•• Operating profitOperating profit
•• Impact of Poor QualityImpact of Poor Quality
•• Customer Satisfaction LevelsCustomer Satisfaction Levels
•• Call Center and Distribution CostsCall Center and Distribution Costs



Simulation BenefitsSimulation Benefits

Identify, gather, and analyze intelligence for procurement decisIdentify, gather, and analyze intelligence for procurement decisionsions

Practice developing and executing a supply/procurementPractice developing and executing a supply/procurement strategy strategy 

Assess and select suppliers consistent with the adopted strategyAssess and select suppliers consistent with the adopted strategy

Explore how supply management tools can be used to lower cost, Explore how supply management tools can be used to lower cost, 
improve supplier performance and leverage supplier innovationimprove supplier performance and leverage supplier innovation

Build teamworkBuild teamwork

Learn Learn how tohow to generate commercialgenerate commercial
benefits and longbenefits and long--term valueterm value

LeadingLeading--edge!edge!

I hear, I forget

I see, I remember

I do, I understand
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Skills Development in SimulationSkills Development in Simulation

People are forced by the momentum of the game to think, act and People are forced by the momentum of the game to think, act and 
participate participate 

Many facets of decision making may be practiced in a simulated Many facets of decision making may be practiced in a simulated 
environment environment –– and mistakes made are safe !and mistakes made are safe !

Learning is retained due to the intense, competitive, and interaLearning is retained due to the intense, competitive, and interactive ctive 
nature of the eventnature of the event

Staff from the same or different areas get benefits from workingStaff from the same or different areas get benefits from working
together  ~ it is excellent for teamtogether  ~ it is excellent for team--building and the adoption of a building and the adoption of a 
common approachcommon approach

It is fun!It is fun!

It is globally unique  ~ the onlyIt is globally unique  ~ the only
simulation 100% supplysimulation 100% supply
managementmanagement

Action

Passion

Teamwork

Challenge 
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Additional SkillAdditional Skill--Development BenefitsDevelopment Benefits

•• Team Building and Team DynamicsTeam Building and Team Dynamics
•• Strategy Development and ExecutionStrategy Development and Execution
•• Financial AnalysisFinancial Analysis
•• Market IntelligenceMarket Intelligence
•• Impact of Supplier Quality and PerformanceImpact of Supplier Quality and Performance
•• Risk and Decision MakingRisk and Decision Making
•• Business Case PresentationBusiness Case Presentation



SAMPLE SCREEN SHOTSSAMPLE SCREEN SHOTS



Cost of Quality Considerations Cost of Quality Considerations 



Indirect Purchase SuppliersIndirect Purchase Suppliers



Message 
zone e.g. 
info about 
supply 
disruptions

Remaining 
resources 
of budget & 
department 
man-days

Current spot prices 
for chips for the 4 
models of phone



New tab 
appears for 
online auction

12 rounds at 30-sec 
intervals in real time; 
suppliers bid based on 
the ‘5  pricing 
strategies of suppliers’Price on purchasing 

screen alters to new 
’accept bid’ price



Every line affected 
by supply 
management 
decisions; no 
marketing or sales 
decisions; GOAL: 
OPTIMIZE THE 
SUPPLY 
SITUATION BY 
FINAL PERIOD!





Yields info 
on total 
cost of 
ownership 
behind 
supply price
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