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Global Sourcing: Systematically managing
worldwide procurement

Global Sourcing refers to the strategic procurement of materials, components and services across
national borders in order to make optimal use of costs, quality, capacities and technologies
worldwide. For industrial companies, it is a central instrument of procurement strategy that links
international supplier markets and direct procurement with one another. At the same time, it
significantly expands the risk framework: supply chains, customs and compliance requirements as
well as delivery reliability must be actively managed. The following article defines the term, explains
methods and key figures and shows in practical terms how Global Sourcing is controlled and
further developed.

Key facts

» Global Sourcing encompasses the systematic search, evaluation and integration of suppliers
worldwide, not merely the award of individual orders abroad.

« Typical drivers are price advantages, lacking domestic capacities, access to technologies and
strategic diversification of the supplier base.

* In practice, achievable cost advantages are frequently in the low to mid double-digit percentage
range when transport, customs and quality costs are fully taken into account.

* Success depends decisively on supplier evaluation criteria, binding purchasing terms and a reliable
export process.

* Regulatory requirements such as the Corporate Sustainability Due Diligence Directive (CSDDD)
increase the assessment effort along the supply chain.

» Nearshoring and hybrid models with dual sourcing are gaining in importance as a response to
supply chain and risk considerations.

Definition: Global Sourcing

Global Sourcing is the strategic orientation of procurement towards opening up procurement markets
worldwide and deriving the greatest overall benefit from cost, quality, technology and delivery capability.
It thus goes beyond a mere comparison of unit costs and systematically incorporates delivery volumes,
risks and compliance.

Distinction from International Sourcing and Offshoring

International Sourcing often describes ad hoc procurement on foreign markets, for example in the event
of capacity bottlenecks. Global Sourcing, on the other hand, is a permanent strategy with uniform
processes, standards and supplier portfolios across all regions. Offshoring, in turn, means relocating
one's own production abroad and can complement Global Sourcing, but is not identical. Where external
manufacturing or toll manufacturing is used, both approaches are often combined: production takes
place externally, while the procurement of upstream products is managed globally. This clear distinction
helps to assign responsibilities and success measures correctly.
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Placement within procurement strategy

Global Sourcing is part of portfolio-oriented procurement planning: based on market potential and depth
of added value, it is decided which material families are procured worldwide. Typically, standardisable
components with high volumes, low specification complexity and stable bills of materials are suitable.
For complex, application-specific parts, quality assurance and logistical responsiveness take priority.
The strategy is underpinned by supplier evaluation criteria, procurement benchmarking and regular
market analyses. Purchasing terms and framework agreements define binding parameters for quality,
delivery times and price adjustments.

Methods and procedure in Global Sourcing

The path from initial market analysis to series integration typically follows a multi-stage process. It
combines strategic analysis, structured supplier selection and operational integration into planning and
logistics.

Market analysis and request in an international environment

The starting point is demand pooling and TCO analysis: which materials are suitable for worldwide
procurement, and which regions are candidates? This is followed by market research, sample requests
and a structured award process, frequently as a tender with clearly defined technical specifications,
container sizes and packaging requirements. A bidder consortium can make sense if individual buyers
would otherwise represent too small a volume. It is important to compare beyond the unit price: tooling
costs, sampling, transport, customs duties and inventory costs flow into the decision.

Supplier selection and qualification

The evaluation is carried out on the basis of defined supplier evaluation criteria such as price, quality,
delivery reliability, capacity, technological standard, financial stability and sustainability. In practice,
qualification rounds typically comprise audit and sampling phases, trial orders with goods receipt
inspection and the stipulation of Certificate of Analysis requirements for chemical upstream products.
Intangible factors also count: communication channels, time zone, languages and the willingness to
engage in development projects. Before the term begins, purchasing terms, confidentiality levels for
documents and escalation routes are fixed in writing.

Operational integration and supplier enablement

After selection, operational integration begins, often referred to as supplier enablement. This includes
connection via EDI or supplier portals, joint forecasting, clearly defined packaging specifications and
robustness in the control plan and process agreement. For supplied parts, the handover documents
include drawings, inspection plans and revision levels. The aim is to keep demand changes, partial
delivery/residual quantity situations and the expedite rate manageable. Only once goods receipt, invoice
verification and documented complaints are running stably is the supplier upgraded to regular order
status.

Important KPIs and control in Global Sourcing

Without measurable control, Global Sourcing remains imprecise in its implementation. The most
important key figures combine cost, delivery performance and quality and are discussed regularly in the
supplier committee.
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Cost side: TCO and savings rate

The central key figure is the Total Cost of Ownership view: material price plus transport, customs duties,
insurance, quality costs, stockholding and processing effort. The savings rate compares the realised
price with a reference, such as the previous year's price or the best competitor offer. Procurement
benchmarking provides regular market prices here. In practice, it frequently becomes apparent that
apparent price advantages of several percentage points quickly shrink due to recalculation effort and
scrap, which is why the TCO per supplier and material family is tracked quarterly.

Delivery and quality key figures

Delivery reliability (OTD) and the expedite rate show how reliably worldwide deliveries arrive. With long
transit times, the relevance of a robust purchasing plan that maps intermediate stock and residual
guantities across all locations increases. On the quality side, the PPM rate, complaint rate and speed of
8D containment in the event of critical deviations are what matter. The quality of master data and
communication, for example measured via complaint processing time, is also measurable. Those who
systematically evaluate suppliers detect deteriorations before pending cases become production
stoppages.

Risks and controls in worldwide procurement

Global Sourcing significantly expands the risk spectrum compared with local procurement. Planning
reliability, compliance and intellectual property must be safeguarded through defined controls.

Logistical and commercial risks

Long transport routes, sea route risks, exchange rate fluctuations and customs procedures increase
volatility. In practice, a dual strategy of dual sourcing and qualifying regional secondary sources helps to
remain sustainably controllable. Results from export processing and Intrastat reporting must be
maintained accurately, as this information is essential for audits and customs inspections. A lack of
consistency in container sizes causes unnecessary handling costs. Incoterms agreements, which
clearly allocate responsibility between buyer and supplier, are also popular. Those who use changing
transport categories actively plan transport costs in.

Compliance, sustainability and reputational protection

Sustainability requirements reach down to deeper tiers of the supply chain. The Corporate Sustainability
Due Diligence Directive (CSDDD) and supply chain laws require appropriate traceability and
documented due diligence requirements. A functioning whistleblowing system, accessible also to
employees at foreign sites, is increasingly part of the baseline. In addition, applicable export controls,
embargoes, product safety and the protection of drawings and technical documents through defined
confidentiality levels count. Tax and legal questions must also be examined by specialists on a
case-by-case basis.

Current developments: Nearshoring, resilience and digitalisation

The picture of Global Sourcing is currently changing from a pure cost focus towards resilience,
regionalisation and digital control. The balance between global advantages and regional stability needs
to be recalibrated.
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Nearshoring and hybrid procurement models

In view of falling raw material and logistics prices, geopolitical tensions and increasing demands on
delivery capability, companies are aligning their supply networks more regionally. Nearshoring means,
among other things, distributing procurement from a further source to additional third markets or also
one origin. A typical pattern is the combination of base load from the region and peak load flexibly
worldwide. Regional suppliers can then be integrated as a secondary source, while strategic
components continue to be managed globally. The question of economically sensible container sizes
remains practically relevant here in order to map freight and handling costs.

Digitalisation and sustainability as drivers

Digital supplier portals, automated requests and structured supplier evaluations place high demands on
data quality. A reliable data quality report that checks master data visibility, price history and audit
information is a prerequisite for reliable tenders. Sustainability is gaining growing priority through the
CSDDD and downstream reporting obligations, with concretisation of emissions, labour standards and
raw material origin. Companies that build processes here early reduce future adaptation effort and gain
competitive advantages in tenders in which environmental criteria are increasingly evaluated.

Typical metrics

Delivery reliability (OTD): > 98%
Proportion of on-time complete deliveries, measured against the delivery confirmation follow-up

TCO savings rate: 5to 15%
Typical benchmark per material family, incl. transport and quality costs

Expedite rate: < 2%
Proportion of orders processed on an expedited basis as a buffer for planning stress

PPM rate: <500 PPM
Module call-offs pro rata by material family and critical parameters

Practical example

A medium-sized mechanical engineering company with around 300 employees previously sourced
carbide inserts exclusively from two European suppliers. After a capacity bottleneck, a two-stage
request for proposal based on pooled volumes was issued worldwide. An Asian supplier was selected
with a factory audit and strong measurability, supplemented by a European second source for logistics
resilience. The introduction followed a phased plan with trial orders and full documentation.

« TCO analysis including transport, customs, stock and sampling costs before the award

» Goods receipt inspection with AQL levels and Certificate of Analysis for every batch order
» Dispatcher-integrated forecast over twelve months to secure capacity at the supplier

» Regular supplier evaluation meetings with KPIs and escalation rules

Conclusion

Global Sourcing is not a one-off project but a continuous control approach that systematically links
global market opportunities with supply chain resilience. The benefit arises not solely from lower
purchase prices, but from a consistent Total Cost of Ownership comparison, defined quality processes
and reliable contracts. The keys to success are careful supplier selection, measurable KPIs, robust
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export and customs processes and growing due diligence obligations in sustainability. Those who also
qualify regional alternatives increase stability and responsiveness. In this way, Global Sourcing develops
from a pure cost reduction lever into a load-bearing element of a robust procurement strategy.

Frequently asked questions

What does Global Sourcing mean in simple terms?

Global Sourcing means procuring products or services worldwide rather than only locally in order to
achieve better prices, quality or capacity. Companies analyse international supplier markets, select
suitable partners and integrate them into their processes. It is important to include all costs incurred in
addition to unit costs, such as transport, customs duties and quality control, in the evaluation.

What advantages does Global Sourcing offer?

Typical advantages are cost reductions through lower manufacturing wages or access to raw materials,
access to skills and technologies that are lacking domestically, and a broader supplier base that
reduces dependencies. In addition, Global Sourcing opens up economies of scale through pooled
volumes across multiple locations. However, these advantages are only realised if logistics, quality
assurance and compliance are professionally organised.

What are the risks of Global Sourcing?

The key risks include long and disruption-prone transport routes, currency fluctuations, customs and
trade conflicts, quality deviations and loss of information due to time or language differences. Legal
obligations such as export controls and supply chain due diligence duties also increase the workload.
Practical countermeasures include dual sourcing, safety stocks, clear escalation management and
regular supplier audits.

What is the difference between Global Sourcing and Nearshoring?

Global Sourcing selects the supplier based on the best framework conditions worldwide, regardless of
geographical proximity. Nearshoring deliberately relocates procurement to countries located closer by in
order to reduce lead times and transport costs. The two approaches are not mutually exclusive: many
companies combine global core suppliers with regional secondary sources in order to achieve resilience
and cost efficiency at the same time.

How do you get started with Global Sourcing in the SME sector?

A proven starting point is the stock analysis: first, material families with high volumes, standardisation
and a moderate degree of specification are identified. This is followed by a TCO analysis of the target
regions, a structured request and qualification of close suppliers through pilot productions and audits. It
is important to define purchasing terms, quality criteria and logistics processes clearly from the outset in
order to avoid misunderstandings.

What role does sustainability play in Global Sourcing?

Sustainability has become a firmly established selection criterion: suppliers are assessed in terms of
working conditions, emissions and raw material sources, and their due diligence processes are
documented. Regulatory frameworks such as the Corporate Sustainability Due Diligence Directive
reinforce this trend and require structured risk assessment along the supply chain. Companies that
systematically record sustainability data also reduce reputational and supply chain risks.
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