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The QV® Way
Advanced Methodology for Identif ying Appropriate Options for

PSCM and Category Management & Strategic Sourcing

Over the last two decades members of IIAPS have worked 
closely with a wide number of major global multinationals 
to operationalise a way of thinking about better practice 
in purhasing & supply, category management, strategic 
sourcing and supply chain management.

This way of thinking was initially developed by Dr Andrew 
Cox at the University of Birmingham in the UK in the mid-
1990s, but since has been operationalised widely in all in-
dustrial sectors across the world.

What is the QV® Way of Thinking?
The QV Way of Thinking starts from the fundamental prem-
ise that that the key to success for practitioners is the ability 
to understand how to achieve effective leverage over oth-
ers.

Better practice in purchasing and supply chain manage-
ment implies, therefore, the ability to find better ways to 
manage buyer and seller relationships so that value can be 
appropriated more effectively by buyers from suppliers.

It is clear, however, that when it comes to recommending 
what practitioners should do to achieve improved buyer and 
seller relationship management that there has been a domi-
nant bias in the approaches recommended by most practi-
tioners, academics and consulting companies.

This dominant approach has involved the benchmarking 
(adapting or copying) of the purchasing and supply chain 
management practices of those operating, primarily, in the 
automotive sectors.

Given this, it is important to ask why it is that there has been 
so little success with sourcing strategies focused on bench-
marking the practices of others?

The answer is simple enough.  All too often practitioners who 
copy the practices of others fail to recognise that the prac-
tices they are copying or adapting cannot really be made to 
work except in the particular circumstances experienced by 
the exemplar company that has been benchmarked.

Relatedly, it is often the case that the observation of some-
one else’s practices may not fully explain what it is that is 
most important in making a practice work.  It is one thing 
to know that something can be done; but it is altogether 
another thing to understand how to do it.

Given these twin problems our approach has been to rec-
ommend that practitioners should minimise their bench-
marking activities and replace these with an attachment to 
first principle questioning.

By first principle questioning we simply mean that to achieve 
effective leverage over the supply chains they manage 
practitioners must understand what are the most important 
questions that they need to ask about the power struggle 
that exists between buyers and suppliers in business ex-
change relationships.

Put at its most simple we believe that practitioners must go 
back to first principles to understand what are the attributes 
of power that provide opportunities for buyers or suppliers 
to have effective leverage over others in business relation-
ships.

The objective situations that buyers and suppliers always 
find themselves in are outlined in the Power Matrix below:

It is clear from the Power Matrix, which is a central part of 
the QV® Methodology, that whenever practitioners oper-
ate within any business-to-business relationship, an objec-
tive situation of power must exist between the two parties 
to an exchange.

FIGURE 1
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The three key questions that must be asked by any prac-
titioners are always therefore:

1.  What is the objective power circumstance we are ex-
periencing in any business relationship?

2. Under this objective circumstance what is the most ap-
propriate way to manage this current power rela-
tionship?

3. To what extent is it possible to shif t this current bal-
ance of power from where it currently is to one that is 
more favourable to our interests in the future?

While we do not have space in this White Paper to explain 
how one might begin to answer these three questions in 
detail it is clear that the ability to answer them correctly is 
essential if competence in procurement and supply chain 
management is to be achieved.

The central problem that we have experienced when work-
ing with practitioners is that they simply do not have the 
tools and techniques to enable them to understand properly 
where they are located objectively within the Power Matrix.

Figure 2 below provides a very high-level indication of a 
number of power circumstances that facilitates positioning 
within this Matrix.  

More worryingly, perhaps, is the fact that there appears to 
be a tendency for practitioners to copy the ways in which 
others have answered the second and third questions. 

The QV® Way to Ef fective Purchasing and Supply 
Chain Management
All too often it would appear that practitioners are copying 
the same model when it comes to undertaking purchasing 
and supply chain management.  The basic approach that all 
companies in the US and Europe appear to be adopting is 
one based on the following simplistic assumptions:

1. Focus on Core Competencies

2. Outsource Non-Core Activities to third-party suppliers

3. Radically reduce the number of suppliers

4. Develop longer-term partnership/collaborative relation-
ships with suppliers 

5. Base supply relationships on trust and win-win partner-
ships

It is self-evident from our extensive work with companies 
that this dominant approach has been based on a bench-
marking (or copying) mentality amongst practitioners.

The problem with it is that this approach to relationship 
management is only appropriate under particular power cir-
cumstances and may not be appropriate under others.

Since practitioners have not begun the process of thinking 
through systematically what the bases of relative power are 
in buyer and seller relationships, it is hardly surprising that 
they often make inappropriate choices. 

The QV® Way

FIGURE 2
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This is particularly apparent when it comes to selecting be-
tween different ways of working with suppliers under a wide 
variety of power circumstances.

All too often practitioners seem content to use the dominant 
approach that everyone else is using rather than thinking 
through from first principles which approach is likely to be 
best for them.

It is for this reason that the QV® Methodology was created 
to assist practitioners in understanding the power circum-
stances they are in and the relationship choices they have 
to deal with them to significantly improve value for money 
(VFM) and enhanced quality, cost and delivery (QCD) per-
formance.

The operational benefit of this way of thinking is described 
below by reference to how effective outsourcing and pur-
chasing and supply chain management can be achieved.

Common Problems with Outsourcing
The major rationale for the outsourcing of formally in-house 
skills and capabilities to third party suppliers is that compa-
nies want to focus scarce resources on core competencies. 

Relatedly companies wish to reduce expensive headcount 
and to achieve lower costs of operations by sourcing from 
suppliers who specialise in the outsourced activity and, 
thereby, achieve economies of scale that are not available 
to the outsourcing company.

There is often an additional driver for outsourcing compa-
nies. This is the desire to raise cash in the short-term by 
selling off assets to the third party supplier.

Over the last two decades IIAPS staff have analysed over 30 
outsourcing projects—ranging from Contract Manufactur-
ing, Technical Services Management, Information Technol-
ogy, 3rd Party Logistics Provision to Facilities Management.

In all of these outsourcing cases the same process appears 
to be at work, as summarised below:

•	 Initial Euphoria 
•	 The Honeymoon Period
•	 Dawning Realisation
•	 After Shock
•	 Damage Limitation

In general this process can be explained quite simply.  The 
outsourcing company sells off parts of its business and re-
ceives an initial injection of cash, turns fixed cost into vari-
able cost and achieves lower initial input costs, at the same 
levels of quality.

This initial euphoric phase lasts normally for a honeymoon 
period of anywhere between 1 to 2 years.  At some point, 
however, a dawning realisation sets in. The quality levels 
may start to drif t and cost increases start to be demanded.  

More importantly, the buyer realises that the outsourcing 
partner is never innovating, but merely providing the bare 
level of quality required by contract.

The buying company now starts to demand innovation and 
improvement and threatens to look elsewhere. Unfortunate-
ly it comes as a profound shock to the buying company to 
realise that it has lost the competence to switch from the 
current supplier and there are few alternative options in the 
market to source from.

This after shock period is then followed by an exercise in 
damage limitation, as the real costs of becoming over de-
pendent on outsourced partners becomes apparent.

We have witnessed this process too often for it to be simply 
an example of incompetence on the part of individual com-
panies or their staff.  It is clear to us that there is a system-
atic inability amongst practitioners to understand the prob-
lems of adverse selection and moral hazard in contractual  
relationship management.

It is clear, when using our QV® Methodology with com-
panies, that few practitioners understand how to focus on 
the objective power circumstances they are in, and how 
these circumstances can change post-contractually when 
outsourcing occurs.

Common Problems with Integrated SCM
The same problem is also evident when we consider the re-
cent enthusiasm for integrated supply chain management. 
The most important single error that practitioners appear to 
make is that they believe that the key to integrated supply 
chain management is simply to reduce the number of sup-
pliers and to provide longer–term commitments to them.  
This is of course naïve.

The way in which a buyer needs to work with a supplier 
depends, first, on the power relationship between the two 
parties.  If a buyer has no capability or opportunity to help 
develop the competence of the supplier it is clearly nonsen-
sical to award a long-term collaborative relationship to that 
supplier.

Similarly, if a collaborative relationship is sought it is essen-
tial that the buyer understands whether or not it is possible 
to achieve effective leverage over the supplier. 

Such leverage must work in such a way that the supplier will 
innovate for the buyer in ways that significantly enhance the 
competitive advantage of the buying company. If this is not 
achieved it is debatable whether or not working closely with 
supplier is a desirable goal or not.

Overall, when working with practitioners in the development 
of their supply chain management strategies, it has become 
clear to us that most companies are simply copying the 
practices that have been adopted in the automotive sector.

The QV® Way
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This benchmarking mentality has taken place without any 
proper understanding of how the power structures in au-
tomotive supply chains lend themselves to dominance by 
buyers over dependent suppliers.

All too often, as with outsourcing, practitioners appear to 
be copying what has been done elsewhere without under-
standing the unique power circumstances that have led 
supply chain management practices in one industry to be 
appropriate. 

The QV® Way Forward
The logic of our argument is simple enough. Practitioners 
need to stop copying the practices of others and under-
stand what are the appropriate things that they need to do 
under the specific circumstances that face them. 

Our experience has led us to the view that the circumstances 
that face practitioners vary widely in power terms.  It follows, 
therefore, that practitioners need tools and techniques—
like the Power Matrix—to enable them to understand the 
objective circumstances they are in.

Once they have achieved this they then need to understand 
the range of relationship choices available to them and then 
develop the ability to choose wisely from the strategic and 
tactical options available.  We call this advanced approach 
The QV® Way.

The QV® Way is a simple process that allows practitioners 
to understand:

•	 the objective power circumstance they are in; 
•	 what choices are currently available to manage this cur-

rent power circumstance; and,
•	 the strategic and tactical options available for improving 

on the current power circumstance in the future.

To ensure the successful implementation of PSCM Trans-
formation and Category Management & Strategic Sourcing 
strategies IIAPS also provides consulting support services 
to embed learning ‘by doing’ and also to fast-track desired 
improvements in performance.

Our primary offering in this regard is the QV® Strategic 
Sourcing Challenge Workshop, which is focused on 
challenging existing ‘real-life’ category strategies.

The two-day workshop brings together internal clients (who 
design and specify requirements) and PSCM strategy leads 
to identify the key demand and supply factors impinging on 
current VFM performance.

Using IIAPS strategic sourcing methodologies the workshop 
provides a robust challenge to existing sourcing strategies, 
and provides a Detailed Report on future potential stra-
tegic and tactical options to significantly improve value for 
money (VFM) and assist in the delivery of enhanced quality, 
cost and delivery (QCD) performance.

The QV® Way
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