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Beyond Kraljic
Understanding and benchmarking world-class and best-in-class practice

Most senior procurement managers want to know how 
competent their organisation is compared with others. This 
means that they need to know how many of the currently 
available operational processes and systems that support 
‘good practice’ their own organisation possesses.

This is straightforward enough, but understanding what is 
‘good practice’ for a specific organisation can be problem-
atic. This is because managers have difficulties in defining 
the dif ference between ‘world-class’ and ‘best-in-class’ 
performance. Does ‘world-class’ mean what a particular or-
ganisation is currently doing, or is it an ‘ideal’ to be aimed 
at, that can never be achieved? Is ‘world-class’ the same as 
‘best-in-class’, or are these different concepts?

An attempt is made here to shed light on these issues. The 
general thrust of the argument is that the concept of ‘world-
class’ can only be useful if it is seen as a moving ‘ideal’ that is 
unlikely to be fully achieved by any organisation, but against 
which organisations (operating within particular public and 
private sector circumstances) can compare themselves. Us-
ing this definition it is possible to understand what is meant 
by ‘best-in-class’—it refers to the current performance of an 
organisation relative to both ‘world-class’ (the ideal), and 
also relative to other comparable organisations within spe-
cific public and private sector contexts.

The argument is supported by evidence from benchmark-
ing studies into organisational competence undertaken in 
Europe, the Middle East and the USA. The evidence shows 
that some organisations & sectors perform better than oth-
ers when ‘the ideal’ is defined, but also that some organisa-
tions and sectors should be expected to perform better than 
others. This is because it is easier for some organisations 
to perform close to ‘world–class’ (or ‘the ideal’) than oth-
ers. Understanding why some sectors are unlikely to be able 
to achieve the same competence or performance levels as 
others is extremely valuable. It provides a means by which 
the targets for ‘best-in-class’ performance can be defined 
in context—at the specific sector (Automotive, FMCG, Oil & 
Gas, Central Government etc.) level.

Evidence from Empirical Benchmarking
In recent years IIAPS staff have undertaken a series of 
benchmarking studies to assess the current performance 
of over 200 organisations in adopting currently available or-
ganisational processes & systems for the management of 
procurement and supply chain activities. As outlined in Fig-

ure 1 the benchmarking exercise assessed the performance 
of 173 private sector and 32 public sector organisations.

As Figure 2 demonstrates the studies analysed performance 
across 5 main attribute categories (Business Buy-in & Func-
tional Role, Stakeholder Management, Strategic Sourcing 
Process, Organisational Structure, and Systems & Process-
es), with two of these attribute categories sub-divided into 
11 further sub-categories.

Each organisation was scored against 184 attributes of cur-
rently known organisational process & system competence, 
using a scoring system of 5 for ‘the currently available idea 
performance’’ (world-class), with a score of 0 for no, and 1 
for a very basic, current competence/performance.

FIGURE 1

FIGURE 2
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As Figure 2 demonstrates some organisations have higher 
scores than others. The highest score out of 100% (‘the ide-
al’ or ‘world-class’ score) across all sectors was recorded 
in Retail (80.2%); with Automotive (79.3%) second; and, 
Consumer/FMCG (76.4%) the third highest. The lowest in-
dividual organisational score in the study was recorded in 
the Public Sector (national government 11.3%, followed by 
regional & local government at 14.6%); and, a public sector 
organisation in Oil & Gas scored only 24.4%.

What these results demonstrate is that there is a wide gap 
between the top and the bottom scores of 68.9%, (80.2% 
compared with 11.3%). Furthermore, the majority of organi-
sations analysed are not in the Top Class category (i.e. scor-
ing over 75%). Only 3 private sector companies scored over 
75%, and none of the top 3 reached the very highest scores 
attainable (85%+). This means that even for supposedly 
leading-edge companies there are still some major gaps 
between current performance and what is organisationally 
feasible.

The distribution of total scores by organisation is also in-
teresting. Most organisations respondents are “middling” in 
the sense that the majority receive scores of between 40% 
and 56%. This means that they have most of the attributes 
required for managing the procurement and supply chain 
process, but do not achieve the highest levels of sophistica-
tion and/or on-line capability in their systems and processes 
compared with what is now feasible. The major gaps appear 
to be around on-line capabilities for Systems & Processes, 
a lack of effective Buy-in & Stakeholder & Risk Management 
and, perhaps most importantly of all, a lack of resourcing 
and rigour in the management of the overall Strategic Sourc-
ing Process.

The data also reveals that the organisations with the highest 
individual scores also tend to be in the sectors that record 
the highest average scores. The highest performing sec-
tors on average are Retail (63.9%), followed by Automotive 
(56.7%); and, Consumer Goods/FMCG (55.2%), with In-
dustrial Manufacturing and Pharmaceuticals not far behind 
(both recording 54.1%).

There are a large number of sectors scoring between 50% 
and 55%, including: Aerospace/Defence (50.8%); Chemi-
cals (51.7%); Distribution/Logistics (50.2%); Food & Drinks 
(52.3%); Leisure Industries (50.2%); Media/Publishing 
(50.1%); Metals/Mining (52%); and, Oil & Gas (52.0%). While 
scoring better than many other sectors the scores recorded 
demonstrate that there is considerable scope for process 
and system improvement within these sectors.

Unsurprisingly the lowest average scores are recorded in 
the sectors with the lowest individual organisation scores. 
The Public Sector (35.2% for national government, 40.0% in 
regional & local government and 43.8% in quasi-government 

agencies) has the lowest average scores. The lowest private 
sector industry scores on average are in the Utilities/Energy 
sector (46.6%) and in Construction (47.9%). These figures 
indicate that public and former public sector (but know regu-
lated) industries have the lowest performance scores, and 
also receive the lowest resourcing for implementing organi-
sational process and system innovations.

Understanding Best Practice Through 
Benchmarking
The benchmarking studies reported above are based on a 
methodology that, first, defined the current ‘ideal’ organi-
sational practice in each of the 5 categories and 11 sub-
categories, so that 184 process attributes can be analysed. 
The reason for doing this is to understand what ‘world-class’ 
(‘the ideal’) looks like, so that all respondents can be bench-
marked against this currently defined best practice.

While this provides a rigorous and consistent method for 
comparing all respondents against the same ‘ideal’ per-
formance outcome, there is one major problem with this 
approach. While it may be feasible to do something, some-
times it may be possible for all organisations to do it, but 
sometimes it may not. Our benchmarking studies have dem-
onstrated that it may not be feasible for all organisations in 
all sectors to fully adopt, or fully implement, the same ap-
proaches to process & system improvement. Some exam-
ples explain how this conclusion has been arrived at.

In trying to understand how to be ‘world-class’ in the crea-
tion and management of a strategic sourcing process the 
first task is to identify all of the Steps (activities & tasks) that 
are required for any, and all, types of organisation. This is 
shown in Figure 4, where 8-Steps are identified that encap-
sulate the key activities & tasks that all organisations have 
to manage when they manage procurement and supply pre- 
and post-contractually.

FIGURE 3
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Obviously some might argue that strategic sourcing proc-
ess only needs 5, 6 or 7 Steps. The exact number utilised is 
not in our view critical, what is important is that all of the key 
activities and tasks that must be included within a strategic 
sourcing process are covered.

The IIAPS advanced International Green, Red & Black Belt 
qualifications are based on the use of 8-Steps but, however 
many are included, a rigorous and robust approach to stra-
tegic sourcing must cover all of the pre-contractual and all 
of the post-contractual activities & tasks required of a com-
petent PSCM organisation.

Using our benchmarking methodology, for each Step in the 
process we have identified (through extensive review of cur-
rent theoretical knowledge and by benchmarking empirical 
practice across 22 industrial and governmental sectors) all 
of the key activities & tasks that are currently synonymous 
with ‘world-class’ practice.

To describe the activities and task attributes of each Step 
is one thing, but it tells us little about whether performance 
is good, bad or indifferent. To fully understand world-class 
best practice managers also need to understand the per-
formance variables for each activity or task.

In our approach to benchmarking, not only do we provide 
a holistic ideal vision of world-class organisational process 
design, but we also score activity & task performance on a 
scale defined by what world-class practice is in the ideal, 
given the current theoretical knowledge available, and in re-
lation to the current best form of delivery technologically. The 
use of this methodology in the organisations that we have 
already benchmarked using this approach has been quite 
illuminating.

There is a task known as Purchasing Portfolio Analysis (see 

Figure 5) that is normally undertaken in Step 4: Sourcing Op-
tions Selection of the sourcing process (Kraljic, 1983). Many 
of the organisations we have benchmarked believe that the 
use of such a segmentation approach using paper-based 
processes is a demonstration of ‘world-class’ competence.

Unfortunately, in our methodology the possession of such 
an approach is not evidence of ‘world-class’ performance. 
This is because there are already superior sourcing option 
segmentation & selection methodologies available, which 
can be delivered using far superior technological mecha-
nisms than the traditional paper-based approaches com-
mon in most organisations.

Figure 6 outlines The Power Matrix and Figure 7 provides 
a summary of the Sourcing Portfolio Analysis methodology 
used in the Sourcematix® on-line tool for category manage-
ment and strategic sourcing, which IIAPS uses for develop-
ing world-class competencies.

FIGURE 4

© SOURCEMATIX / IIAPS 2009

FIGURE 5

Source: Adapted from Kraljic (1983)

FIGURE 6

© ROBERTSON COX 2008
Source: Andrew Cox, Strategic Sourcing (Earlsgate Press, 2008)
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The Power Matrix builds on the initial insights of Purchasing 
Portfolio Analysis but demonstrates that the methodology is 
over simplistic, leading to an often sub-optimal understand-
ing of sourcing options, with very limited guidance on selec-
tion decisions. 

Building on an understanding of the power and leverage sit-
uations possible in buyer and supplier exchange The Power 
Matrix provides a much more sophisticated understanding 
of the nature of the supply market circumstances that buyers 
and suppliers experience. This provides for 4 supply market 
circumstances (Leverage, Alliance, Market and Depend-
ency) rather than the two utilised (High/Low) in the Kraljic 
methodology. It also provides for a more coherent analysis 
of the sourcing options that are feasible in these 4 power & 
leverage circumstances.

Building on this, and by linking The Power Matrix with a 
more sophisticated understanding of the relative criticality 
of specific categories of spend to the buying organisation, 
it is possible to create a 16-box matrix. Sourcing Portfolio 
Analysis provides a much more comprehensive and sophis-
ticated understanding of the dif ferent power & leverage cir-
cumstances, as well the sourcing option selection choices 
available to buyers (Cox, 2008).

Given this, organisations using paper-based versions of the 
traditional Kraljic Purchasing Portfolio Analysis methodology 
(as outlined in Figure 5) are some way from the ‘world-class’ 
performance that can now be achieved using available on-
line tools and techniques.

The problem for managers is, therefore, clear. Unless they 
are aware of all of the potential tools & techniques and 
delivery mechanisms that are available they will never be 
able to understand what a ‘world-class’ approach is for any 
Step (activity or task) in the strategic sourcing process. This 

raises however, an interesting dilemma for practitioners: 
should everyone strive to be ‘world-class’ and always adopt 
the very latest practices and technologies? Our view is that 
whether or not one seeks to adopt ‘world-class’ practices 
and technologies, or how many of them, depends on organi-
sational circumstance (context).

Even if managers do know what is the current ‘world-class’ 
way of managing there will always be circumstances when 
what is possible for one organisation may not be feasible for 
another. A simple example explains this. In defining business 
requirements and managing demand in Step 2 of the stra-
tegic sourcing process one ‘world-class’ competence is the 
ability to undertake forward demand and capacity planning. 
Organisations do this to provide robust demand information 
to allow suppliers to optimise their business processes, so 
that bullwhip effects are avoided in the supply chain, and 
economies of scale and scope can be engineered from 
which the buyer can benefit in the form of lower prices and/
or better quality and on-time delivery.

Clearly, while effective demand and capacity planning is 
normally evidence of a ‘world-class’ process management 
competence—the ability to undertake effective demand 
and capacity planning over 5 years must normally be su-
perior for supplier and supply chain optimisation than the 
ability to do it in only 1 or 2 years. In this way benchmarking 
approaches must always recognise the dif ference between 
the evaluation of the possession of an attribute and the vari-
able use of it in particular contexts.

The key learning for mangers here, however, is not just in 
understanding that forward demand and capacity planning 
over 5 years is a demonstration of ‘world-class’ process 
competence, but the realisation that it is not feasible (or in-
deed always desirable) for managers in all organisations to 
undertake this activity. In many industries—and especially 
those faced with short-term, ad hoc and/or episodic de-
mand profiles, like Construction, Upstream (E&P) Oil & Gas 
and Fashion Goods—there are often only limited opportuni-
ties for managers to build 5-year forward demand and ca-
pacity plans.

This means that—while understanding what is a ‘world-
class’ approach (and where the organisation stands in rela-
tion to it) may be beneficial in general terms—it is not the 
only benchmark that is relevant. In many ways the bench-
mark that is most relevant is the relative performance of an 
organisation against comparable organisations in their own 
sector (faced with similar demand, supply and resourcing 
constraints). This means that the most important benchmark 
may well be understanding which organisations are ‘best-in-
class’—i.e. those who perform the best in the direction of 
the current ‘world-class’ ideal, but given the demand, supply 
and resource constraints with which their sector is faced.

FIGURE 7

© ROBERTSON COX 2008.
Source: Andrew Cox, Strategic Sourcing (Earlsgate Press, 2008).
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In this light benchmarking becomes a more complex activity 
because organisations must understand their position both 
against ‘the ideal’ and also against those in the same, or 
similar, sectors. This also means that, while some organisa-
tions may find it easy to perform close to the ideal of 100%, 
others may find this inherently dif ficult, and their realistically 
achievable target performance score may be much lower, in 
the 80% or 90% range.

Our studies demonstrate, therefore, that organisations in 
process-based industries tend to record higher benchmark 
scores that those operating in project-based industries. This 
in itself is interesting because it provides at least one reason 
why some organisations can operate closer to ‘world-class’ 
than others. It is not just because they are better managed; 
it is because the context they operate within allows them to 
pursue more of the ‘world-class’ processes & systems than 
organisations operating in less than ‘ideal’ contexts.

This insight is interesting because our benchmarking studies 
have allowed us to arrive at an understanding of why certain 
organisations in particular sectors tend to be seen as exem-
plar cases of good practice. It is a combination of 3 factors. 
Organisations that achieve scores close to ‘world-class’ per-
formance tend to operate in process-based industrial sec-
tors, where high volume and frequent demand allows the 
adoption of leading edge demand and supply management 
practices. Furthermore, as Figure 8 reveals, they also tend 
to be organisations that are heavily outsourced and make 
relatively low returns.

The matrix in Figure 8 shows that in some sectors quadrant 
A (Transactional), adopting ‘world-class’ procurement and 
supply chain management processes & systems is unlikely 
to be seen by senior managers as of much value. In Pro-
fessional Services and Software Development companies 
the delivery of services is mainly undertaken in-house, and 

there is only sourcing of transactional support activities. 
In such organisations there is also little need for complex 
tools and techniques for the management of procurement 
and supply. This is because profits are normally high and 
the need to reduce costs, or buy goods and/or services that 
provide things that customers value, is low.

Contrast this with the situation in quadrant D (Critical) where 
profits tend to be low, and most of what is provided to cus-
tomers is sourced from suppliers because of the very high 
incidence of outsourcing. In such organisations the role of 
procurement and supply chain management is critical to cor-
porate success. It is hardly surprising, therefore, that most 
of the organisations that tend towards ‘world-class’ are to 
be found in sectors with a high incidence of operational out-
sourcing and very low profitability. The Automotive, Retail & 
Consumer Goods/FMCG sectors tend towards ‘world-class’ 
performance in procurement because they must leverage 
external resources for competitive advantage and as a mat-
ter of survival, not just because they are better managed 
than others.

In quadrant B (Cyclical) the role of procurement is often 
dif ficult. This is because—due to the heavy incidence of 
outsourcing—the competence may be of high operational 
significance, but the relatively high profitability in these in-
dustries tends to preclude an organisational focus on sourc-
ing issues, unless of course profits decline. In the Upstream 
(E&P) Oil & Gas industry it is normal for procurement to be 
ignored in the good times (when profits are high) and then, 
when the pendulum swings and profits decline, the function 
becomes much more strategically important. In such a cycli-
cal environment the lot of the procurement manager can be 
very hard—sometimes ignored as tactical and sometimes 
the strategic saviour of profitability. Implementing ‘world-
class’ approaches to sourcing in such circumstances is pre-
carious and subject to cyclical financial circumstance and 
managerial fashion.

In quadrant C (Operational) the role of procurement is rarely 
of strategic importance because the key supply operations 
of the company that generate profitability are heavily in-
sourced, with only transactional and tactical operational re-
quirements (direct and indirect) being sourced. Despite this, 
given the relatively low levels of profitability in these organi-
sations, it is sometimes possible to implement procurement 
process and system improvements. This is because of the 
need to continually consider make/buy in order to reduce 
operating costs; and also because of a need to continu-
ally find lower cost sourcing solutions to improve the over-
all profitability of the company. In these organisations the 
procurement role is normally seen primarily as operational 
rather than strategic, and resourcing is always an issue for 
process and system improvement initiatives.

FIGURE 8

© ROBERTSON COX 2008
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Given this, it seems obvious to conclude that when under-
taking benchmarking—while it is sensible to know where an 
organisation stands in relation to current ‘world-class’ best 
practice—managers need to understand what is feasible 
within the sectors in which they operate.

To achieve this IIAPS uses the PSCM Index™ benchmarking 
process as a way of providing organisations with not only a 
comparative benchmark of their performance against cur-
rent ‘world-class’ best practice (100%), but also a way of un-
derstanding what the current feasible targets should be for 
the sector in which they operate (varying between 80% and 
100%), so that they can understand what is a realistic target. 
This then provides the basis for benchmarking against ‘the 
ideal’, as well as understanding who is ‘best-in-class’ within 
the specific sector in which they operate.

How this works is demonstrated in Figure 9, where the 
benchmark scores across the 5 process & system catego-
ries and 11 sub-categories are provided for 4 Upstream 
(E&P) Oil & Gas companies. The figures show the scores for 
each of the process & system attributes analysed, but also 
benchmarks these against world-class (100%), and also 
against the optimal score that an organisation ought to be 
able to score (92.1%) if it is was fully resourced and empow-
ered to adopt the latest tools & techniques for organisational 
process & system management.

The benchmark scores also show the four participants in the 
survey how they score against one another (i.e. who is per-
forming worst 33.4%, compared with 55.0%, 58.4% and 62.4 
%); but also who is currently the ‘best-in-class’ amongst 
the participants in the survey for their sector (in this case 
72.2%); and, also the current ‘best-in-class’ organisation in 
the overall survey of 205 organisations (80.2%). This com-
parative benchmarking occurs for the overall process and 

system scores, as well as for each of the 5 categories and 
11 sub-categories.

Devising Appropriate Organisational Improve-
ment Strategies
Our benchmarking studies show, therefore, that not every 
organisation can, or needs to, adopt the same practices as 
others. What organisations and managers have to under-
stand is which practices are ‘best-in-class’ (i.e. the optimal) 
for them in the context they find themselves. To understand 
this, however, it is still necessary for organisations and man-
agers to understand what is ‘world-class’ (the ideal).

The need to dif ferentiate between ‘world-class’ (the ideal) 
and ‘best-in-class’ (the optimal) performance for a particular 
organisation in a particular market and supply chain circum-
stance is, therefore, key. Competent managers and organi-
sations are those that are able to understand where they 
are on the competence development improvement path out-
lined in Figure 10.

Organisations can only know where they are in competence 
terms if they understand the ideal (i.e. what could be done if 
they were time and resource unconstrained) and what is (i.e. 
how far they are from the ideal given currently available time 
& resources). The key for managers is, thereafter, to under-
stand (in the context of their own organisation and sector) 
which of the currently available tools & techniques is appro-
priate to allow them to be best in their class.

For some organisations (Automotive & Retail) being ‘world-
class’ and at the cutting edge of innovation may be essen-
tial, but other organisations (Professional Services & Public 
Sector) may simply not require (or indeed be able to ap-
ply) all of the practices that are desirable and/or feasible for 
other organisations.

FIGURE 9

FIGURE 10
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Our view is that current benchmarking approaches fail to 
provide a mechanism to allow the effective benchmarking 
of all of the factors outlined here. The key element missing 
from these approaches is the capability to provide a defini-
tion of a continuously evolving ‘world-class’ standard (the 
ideal) as well as of ‘best-in-class’ performance (the optimal) 
for a particular organisation in a specific sector, market and 
supply chain context.

To overcome these weaknesses The PSCM Index™ pro-
vides an on-line benchmarking tool for self-assessment and 
independent audit that allows organisations to compare 
their performance against all of the key elements described 
above, and provides a context for benchmarking both ‘best-
in-class’ and ‘world-class’ performance. This is what we 
mean by benchmarking in context.

Real competence must be the ability to know for any, and all 
types of organisation, what is the most appropriate thing to 
do in the context of specific sector, market and supply chain 
circumstances. Yet, as the results from our studies show, 

most organisations are still some considerable way from un-
derstanding what is ‘world-class’ (ideal) performance over-
all; let alone what is ‘best-in-class’ (optimal) performance 
in their own sectors. This means that there is still a consid-
erable lack of knowledge and understanding about what is 
currently feasible and/or desirable in terms of organisational 
process and system improvement.
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