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[bookmark: _Toc67338355]Introduction
Levi Strauss is one of the most recognisable brands in the denim industry. This report looks at the type of procurement strategy they employed to help grow their already global brand even further. To do this it starts by looking into the different types of procurement strategies and how they work. 
It will examine their procurement strategy and analyse its effectiveness.

[bookmark: _Toc67338356]What is procurement?
Procurement is, in most cases related to businesses and their need to acquire goods or services related to the production or supply of their own goods or services. The procurement team or department have an effect on almost all other sections of the business and the organisation’s ability to not only produce their product or service, but to maximise profit while maintaining the level of quality that their customers would be used to. Generally seen as part of the overall supply chain it is the responsibility of the procurement team, or department to ensure that the organisations goods are of the correct quality and quantity, that they are delivered to the right part of the organisation at the right time and for the best possible price. If all of these requirements are met then the organisation can function at maximum efficiency, meaning maximum profits. (Young, 2020)
With the huge role that procurement plays within in an organisation it is understandable that the procurement processes and procedures take a large amount of the organisations resources to manage. So much so that their budget could be anything between sixty to eighty percent of the organisations overall operational budget. (Young, 2020)
[bookmark: _Toc67338357]History
In its most rudimentary form, procurement can be traced back to ancient civilisations such as the Egyptians. As far as we know today there was no official procurement designation in those times. However, there is evidence that the ancient Egyptians used scribes to manage not just the massive amounts of materials needed to build the pyramids but also the workers. Since most of these workers were classed as either slaves or working under bonded labour, where they agree, voluntarily, or forcibly to work for a set period of time as a form of repayment for debts or other obligations, such as criminal offenses. There would also be some paid workers that would act as supervisors or foremen on the construction sites. Because most of the workers are unpaid they were deemed to be a commodity, meaning they would fall under the scribes remit to manage their work time and logistics. This would also include managing resources needed to keep the labourers working at optimum abilities, such as food and medical supplies. These methods can bee seen right through history and all the major, ancient civilisations. As another example the Roman Empire would have used their version of procurement to manage their unpaid workers and resources required to build the road networks that they are famed for. (Nolan, 2021)
Fast forward a few thousand years to 1832 and in his book, On the Economy of Machinery and Manufactures, Charles Babbage refers to a need for a “materials man” for the mining sector during the early stages of the industrial revolution. The role of the materials man would be to select, purchase and track all the goods and services required for the miners and the mining corporation to work effectively. This is an early form of a centralized procurement officer. This is mentioned again just a few years later as the industrial revolution in the United States is starting to take full swing. In 1887 Marshall Kirkman wrote a detailed procurement strategy for the railroad industry. Dealing specifically with the acquisition of goods from more developed areas of the country and getting them delivered to the, at this time, more rural western United States to continue production on the railroad network. However, in this form it was called the supplying department. (Nolan, 2021)
There was no significant change in the procurement or supplying department processes until the event of the first world war, then the great depression and second world war, where procurement practices were being used but focussed on the war efforts and recoveries. Dealt with primarily a government level, rather than individual organisations looking for efficiencies and cost savings. It wasn’t until the 1960’s that the focus shifted back to material management, another rudimentary form of procurement. It is at this point that price competition really started to come into the marketplace for procurement specialists. That suppliers were now competing on price was a big advantage to the organisations being supplied. This led to a majority of contracts being decided on price as defining factor. Supplier competition really increased during the 1980’s which pushed supplier prices down even further resulting in a marketplace where the organisation can look more towards the overall quality of the product being supplied, meaning that the product or service they supply will be of a higher quality. Then, heading more towards procurement as it is known today, we come to the 1990’s where procurement starts to evolve into the more strategic materials sourcing it is today, with the focus on supplier partnerships and long term contracts with suppliers which go out to tender. (Nolan,2021)
[bookmark: _Toc67338358]What is a procurement strategy?
We know that procurement is the process of acquiring the necessary equipment, supplies and services for the running of the organisation and the production of their product or service. The procurement strategy is the organisations long term plan on how to achieve this in the most cost effective, reliable manner. There are several well known and trusted types of strategies that organisations employ in some form, modifying them to work better for their specific organisation. (Brial, 2019)
Standardising the purchasing chain
This method is essentially picking suppliers that operate in a similar manner which makes managing supply chains and invoicing easier. This then supposedly reduces costs and time scales because there is little change in how the organisation has to manage their relationship with each supplier. (Brial, 2019)
Managing supplier risk
There is an inherent risk to production when using outsourced supplier components. An interruption to supply can cause delays on the production which could lead to an impact on profitability. One way to limit this is to manage the supplier risk by vetting the suppliers, seeking references and running test supplies of non-production critical supplies. If the potential new supplier has good references and/or is able to manage the non-critical supply well then that would go some way to proving their reliability. (Brial, 2019)
Centralising supplier data
For large organisations, specifically those that trade globally they may find that using a strategy that centralises supplier data. It may be the case that they have to deal with suppliers all over the world, so will likely have all the information from local departments fed back into one main procurement team who will have an overall big picture approach to coordinating all the smaller, local departments, rather than having them all try to liaise with each other. The theory is that having one main procurement team managing the whole organisations required supplies and services should result in a much smoother operation, resulting in less delays and greater profitability. (Brial, 2019)
Predictive analytics
This is a relatively new method coming about with the development of artificial intelligence. Using the artificial intelligence the organisation employs predictive analytics in an attempt to predict market trends in an attempt to always have the most efficient and reliable suppliers. This is usually a method that works in tandem with another procurement strategy. (Brial, 2019)

Incorporating procurement into global innovation department
Another strategy that works well with others, this relates to the procurement team monitoring innovations in their suppliers’ industries and evaluating whether these innovations can work to the organisations benefit by either increasing quality, reducing timescales, reducing costs or increasing profit by other measures. (Brial, 2019)
[bookmark: _Toc67338359]Kraljit matrix
One thing that almost all of the strategies take into account is the Kraljit Matrix. In 1983 Peter Kraljit published his matrix that allowed procurement departments to analyse their supply items against two key parameters, risk and profitability.
Risk relates to the potential of a supply disruption causing delays leading to lowered production capabilities and diminished profits.
Profitability relates to how a disruption can affect the profitability, since this will be different depending on what supply item has been delayed. an example would be that stationary has a much lower impact on profitability than a critical production component. The organisation could still produce their product or service without some pens, but this isn’t possible if a critical component is delayed. (Webb, 2017)
[image: Source: Peter Kraljic, HBR]
Fig. 1 basic Kraljit Matrix (Webb, 2017)
[bookmark: _Toc67338360]Levi Strauss centre led approach
Being a very successful global organisation, it is imperative that Levi Strauss has a superb procurement strategy and that it is executed competently. With this in mind, in 2014 the company shifted to what they called a Centre Led Global Approach to procurement. This meant that they had a main site in the United States, situated in their head office, close to their marketing and manufacture main offices. This means that communication between those departments should be excellent, reducing the time it takes to communicate their needs. Then there were remote offices set up in their other, biggest markets, Europe at first then Asia. These remote offices would manage their areas procurement needs but be passing all of their data back to the main United States office for them to make the major decisions that may need making and managing the coordination between areas. (Wallbank, 2015)
[bookmark: _Toc67338361]Benefits of a centralised strategy for a global organisation 
With one main central department managing the procurement strategy it should be possible to avoid things like duplicate orders and repeating work orders. By avoiding these errors, the organisation should be able to save time and money. Any saving can help increase profitability. Similarly with a majority of the work being handled by a single department there can be much greater control over and optimisation of the organisations inventory and supply needs. Having a smaller, centralized team allows them to have a greater understanding of their suppliers’ abilities and limitations so that the process can run smoother, this also allows for a single point of contact for that supplier generating a relationship and confidence. (Hayes, 2020)
[bookmark: _Toc67338362]Disadvantages of a centralised strategy
The only real disadvantages come from poor management, in that the processes can become to complicated if there are to many suppliers or the deliveries are being poorly managed. Resulting in delays and impacts on the organisations profitability. Or if there is a problem with a remote office then the central office could be making decisions on out-of-date information, again causing delivery, or scheduling issues and costs. (Hayes, 2020)
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Levi Strauss have also incorporated elements of Predictive Analytics in an attempt to predict market trends allowing them to liaise with both their short- and long-term suppliers with a view to being more agile in their worldwide marketplaces. (Wallbank, 2015)
Executed well predictive analysis has several benefits that Levi Strauss can exploit to their benefit. By analysing their customer base, both retailers and consumers, Levi Strauss should be able to predict the marketplace and make new designs or marketing campaigns based on the market trends. If this is done accurately, they will eventually be able to predict how the market will change in the near future. Having this ability means that Levi Strauss will be much more agile in an ever-changing environment. This also allows Levi Strauss to predict potential demand and therefore supply needs from their suppliers. Having this mixed in with their Centralised strategy is a great way to manage their inventory and keeps costs at a minimum, by not having excess materials in their inventory, while maintaining enough to satisfy their demands. (Oza, 2020)
With predictive analytics it is imperative to have accurate, “big data” comprehensive and detailed information on the subject matter that is being analysed. If this data is inaccurate or not analysed correctly it can lead to erroneous orders of stock causing extra costs and/or possibly time delays on the correct orders. Another difficulty that Levi Strauss would have to navigate using this technology-based strategy is market disruptors, such as an area being hit by a natural disaster, like Hurricane Katrina in the United States, or the Tsunami’s in Japan. These events have the potential to devastate the spending power of consumers in these arears, thus impacting on Levi Strauss’ profitability in those areas. Predictive analytics would have no way of predicting these events or the impact on their market areas. Another unpredictable and potentially unmanageable event that analytics would not have picked up is a global pandemic. This has far reaching and potentially disastrous impacts on Levi Strauss operations globally. (Swoyer, 2017)



[bookmark: _Toc67338364]Conclusion
The procurement strategy that Levi Strauss have adopted has proven to be very effective. The centralised approach has allowed them to operate with a small team managing a global sales market with the use of remote office sites all feeding data to this team. This allows for greater agility in the marketplace.  It also allows for much quicker decision making. That their analytics had been successful until now is proven by the fact Levi Strauss are such an enduring, long last brand. 
The major issue with the strategy that Levi Strauss have adopted is going to be how the organisation adapts during and after the Covid-19 pandemic. There is no way that their analytics could have predicted a worldwide pandemic and the affects it would have on their different, global market arears. However, since Levi Strauss are one of the most successful, long lasting denim brands they should be able to weather these trying times. 
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