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Series Preface

The trend towards globalization and the increasing division of labor as well as
the rapid development of information and communication technology have led to
worldwide value networks associated by material flows, information flows, and
cash flows. These global supply chains pose major challenges for the stakeholders
involved because of their complexity and cross-national major structure.

Therefore, supply chain management deals with the task of planning and direct-
ing efficient value creation networks taking economic, environmental and social
aspects into account.

A professional advanced purchasing comprises the integrated management of
all processes to supply a company with the required goods from sources outside
the company. Thereby, the foremost target is to contribute to the achievement of
competitive advantages of one’s own company. By linking the procurement with
the supply chain management, company-wide improvements may be achieved and
strengthened in a sustainable matter.

Nowadays, procurement and supply chain management are part of the key man-
agement disciplines and in many companies they are already anchored at the top
management level. Procurement and supply chain managers are not longer focused
solely on reducing costs, because of this relevance, but contribute to the differenti-
ation of companies and value networks. The confrontation with issues such as risk
management, financing, sustainability in the supply chain, and product innovation
will increase in the following years due to changing political conditions, oligopolies
in supplier markets and further shrinking resources.

Despite the great practical relevance of procurement issues, the future challenges
mentioned appear not to be adequately addressed from a scientific point of view
so far. Furthermore, the connection between procurement and supply chain man-
agement has not been explored extensively. The series “Advanced Purchasing &
Supply Chain Management” aims to contribute to closing these gaps. The intention
is to generate benefits both in respect of sciences and practical matters.

The realization of this objective is supported by the “Kerkhoff Competence
Center of Supply Chain Management” (KCC) – a jointly initiated platform of excel-
lence by Kerkhoff Consulting and the University of St. Gallen. The goal of the KCC
is to create an interface between science and practice. Therefore, trends and chal-
lenges in purchasing, procurement and supply chain management are to be analyzed
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vi Series Preface

and recommendations to be derived for practical issues. Meanwhile, a practice-
relevant cognitive process is strived for in terms of procurement and supply chain
management.

The contributions of the series deal with current issues as well as innovation
and excellence approaches in the management of value networks and link theoreti-
cal concepts with practical applications. Relevant themes are inter alia the purchase
of capital goods, performance measurement in supply chain management and pro-
curement, performance contracting or procurement in the public sector. The authors
are researchers from the University of St. Gallen, researchers of other leading
international research institutions with a focus on procurement and supply chain
management, consultants from Kerkhoff Consulting as well as practical experts. By
forming mixed writing teams from academia and industry, a close integration of
these areas is ensured. This combination takes the application-oriented aspect of
business management into account.

The present volume “Ways out of the working capital-trap” opens the series
“Advanced Purchasing & Supply Chain Management”. Based on the situation of
an increased demand for capital during a period of restrained granting of credit by
banks, approaches to identify and strengthen internal financial power are presented
from a company’s and a supply chain’s point of view. With the first volume, the
authors show the close integration between procurement and supply chain man-
agement and their impact on the financing capabilities of companies. Furthermore,
specific recommendations for purchasing managers and supply chain managers are
given to enhance the financial competitiveness of their company and of partners
along the value chain.

The authors of the series hope that all readers may enjoy this first volume and
receive a number of specific impulses to pursue possible “paths out of the working
capital-trap”. We are convinced that the approaches and tools presented make a
valuable contribution to this effort.

Düsseldorf, Germany Gerd Kerkhoff
St. Gallen, Switzerland Erik Hofmann
St. Gallen, Switzerland Wolfgang Stölzle
September 2010



Foreword

In recent years increasing competition has led to a continuous focus on core compe-
tences within companies. They reduce their own value-added and buy more from
outside. With this increase in buying, the impact of purchase on the company’s
results rises. Therefore, the purchasing function is playing an increasingly crucial
role in a company. As one of the new hubs to ensure the company profits, the pur-
chase has to make use of all levers available and start to operate professionally
outside the “traditional” purchasing areas.

A continuous outflow of cash results from the company because of the payment
of the procured raw materials, goods and services. There is a time gap within most
companies between the payment made by customers and the payment for the raw
materials. As a consequence, the purchase of raw materials, goods and services has
to be financed. The cover of this time gap results in financing costs. The financing
for companies has become increasingly difficult due to the 2008/2009 financial crisis
and the previously enacted Basel II. As a result of this situation, a disproportionate
demand in the first phase of recovery may result in the so-called “working capital-
trap”.

The focus of this book is on the impact of the purchase and its levers avail-
able to control liquidity. Therefore, the issues of different financing options and
optimization on the debitor’s side are not dealt with in depth.

As part of the work on this book, four areas were identified to influence liquidity
in the supply chain, whereby each of them has to be optimized individually:

• Timing and method of payment to the supplier: many companies work with
an extension of payment terms. Thereby, it is often overlooked that different
financing costs within the supply chain have to be taken into account.

• The amount and date of the transfer of goods from suppliers into the company’s
own value-added. In this context, the issues of size of delivery, way of delivery,
and thus the stock height are mainly concerned.

• Optimization of the financing costs in terms of cash flows given to the suppliers:
there is a need to create a balance between internal and external financing costs
and align with new payment tools.

• Reducing purchasing costs: this topic relates to the classical understanding of the
activities in purchasing.
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viii Foreword

Directly depending on the business objectives, a comprehensive optimum has to be
found for these four areas.

The purchaser is faced with a continuous increase in complexity. In order to pro-
vide the adequate value contribution in this environment, the purchaser has to leave
the beaten track and make use of integrated approaches to a complete procurement
optimization. This book aims to provide food for thought on this issue and also
constitute a guide.

The joint work on these issues has repeatedly shown us that by dropping tradi-
tional attitudes and approaches the purchase influence can be expanded significantly.
In this regard, our special thanks go to Mr Gerd Kerkhoff, the Chairman of the Board
of Kerkhoff Consulting, who has provided us and the authors with many new ideas.
Furthermore, we would like to thank the authors who have succeeded in describ-
ing the various levers of purchase and have thus created a guide for purchasing
departments.

Vienna, Austria Tobias Német
Düsseldorf, Germany Oliver Kreienbrink
September 2010
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