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The technique (known as Kraljic) uses a matrix, which analyses the supply 

base according to supplier risk factors: risk relates to exposure to supply 

failure and supply market complexity.  This will be low in competitive 

markets for standardised products and services and high for specialised 

products and services unique to the purchasing organisation where there 

is a limited choice of available suppliers.   

 

Equally the impact on profit or budget on the purchasing organisation can 

be high or low.  The technique was first used advocated by Peter Kraljic 

in 1983 in ‘Purchasing Must Become Supply Management’ published by 

Harvard Business Review.  There are now a number of derivatives of the 

portfolio technique, with some authors highlighting expenditure on the x 

axis.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Non-Critical Items 

 

The non-critical items are where supply is abundant and items are 

exchangeable from supplier to another supplier so risk is low.  80% of 

suppliers will fall into this quadrant. 

 

These items are usually: 

 Low in value 

 Numerous in volume 

 Have a wide choice of suppliers 

 Administratively time consuming 

 

e.g. stationery, stores/MRO 

BOTTLENECK ITEMS 

HIGH RISK/LOW IMPACT 

NON-CRITICAL ITEMS 

LOW RISK/LOW IMPACT 

LEVERAGE ITEMS 

LOW RISK/HIGH IMPACT 

STRATEGIC ITEMS 

HIGH RISK/HIGH IMPACT 
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Possible solutions: corporate purchasing cards or consolidated 

weekly/monthly invoice, electronic requisition to pay, call-off 

contracts/blanket orders, etc. (i.e., one monthly bill, less administration, 

no/little paper). 

 

Bottleneck Items 

 

Bottleneck items have a high supply risk and low profit impact.  Normally, 

there are a very limited number of suppliers to choose from, and that 

puts the buying organisation in a potentially risky situation. 

 

Bottleneck items will usually have similarities to non-critical items: the 

key difference is the greater risk of non-availability and hence, shortage 

of supply.  The leverage or negotiating strength, of the purchaser is 

limited because of the high degree of strength of suppliers. 

 

The advice to purchasing organisations is to try and ensure supply.  This 

can be carried out by adopting a long-term partnership strategy 

incorporating targets for performance, or alternatively, by adopting a 

multiple-sourcing strategy to minimise the risk of placing too much 

business with any one supplier. 

 

Possible solutions: Standardise the products/services bought (question 

whether specialised products and bespoke services are in fact necessary. 

 

Leverage Items 

 

These items have a considerable impact on the companies’ profit because 

they are bought in big volumes, whereas the supply risk is not so great.  

They are typically bought on spot markets, being the now/today price 

since there is little need for transaction-specific investment by either 

party. 

 

Leverage items are those where significant buying power is exercised in 

favourable market conditions.  The purchasing organisation should be 

exploiting its position, as the supplier market will be competitive and this 

puts the buying organisation in a more powerful position with suppliers.  

The choice of strategy to maximise the buyer’s position could be a long-

term contract resulting from competitive tender. 
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Possible solutions: Give more resource time to managing (i.e., 2% of total 

cost of contract).  Negotiate call-off contracts and use competition in 

market place to improve terms of supply. 

 

Strategic Items 

 

Items with high supply risk and high profit impact are named strategic 

items and should be treated with a strategic mind.  It is vital for the 

organisation to secure the supply of these items and also to influence the 

supplier in a direction that is most beneficial for the buyer. 

 

Strategic items will be high, spend and on goods or services which have 

few suppliers.  A balance can exist between the power of the two parties, 

and the two companies may in fact be dependent on each other.  Much will 

depend on the size of the two organisations.  Again, the choice of supplier 

strategy can be to pursue long-term partnership agreement.  This can be 

difficult if the buying organisation is dealing with a more powerful 

supplier (e.g. Microsoft/3M). 

 

Possible solutions: Centralised purchasing section.  Focus on cost driver 

aspects of the purchase which drive cost up and therefore need to be 

removed, via: 

 

Improved in-bound logistics (upstream) by simplifying delivery to the 

purchaser. The use of (JIT/Kanban) more frequent/smaller 

deliveries/direct to user – production line – to reduce inspection and 

inventory, less risk of theft/damage, etc., during storage. 

 

Improved specification by using supplier expertise/early supplier 

involvement (ESI) to redefine purchase so as to reduce costs with 

reducing product/service quality and produce a quicker to market time 

for product/service. 

 

Driving down costs on a collaborative basis – more people – more ideas – 

Synergy (the working together of two or more)/Symbiosis (close 

association/to mutual benefit) – the sum of the parts being greater than 

the whole (Lamming & Cox 2001, ‘Strategic Procurement Management’ - 

2+2 = 5 (Ansoff 1964). 
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Weaknesses in Kraljic’s model include: 

 Risk can come from outside the relationship 

 Suppliers can be in more than one quadrant if they supply different 

products 

 Buyer leverage is only perceived by the supplier where spend is a 

significant proportion of overall turnover 

 

Therefore purchase portfolio analysis should not be viewed in isolation.  

Other examples might include ‘Supplier Perceptions Matrix 

 

The highest number of suppliers will usually fall in the non-critical 

quadrant.  An organisation can typically have up to 80% of its suppliers 

falling into this category in accordance with ABC or Pareto analysis, 

simplified as 80/20 rule.  This practical tool is derived from a nineteenth-

century Italian economist who observed a minority of the population 

(20%) owned the majority of the wealth (80%) and this remains true 

today.   

 

In approximate terms: 

20% of the number of products/services bought will account for 80% of 

the purchaser’s spend.   

Likewise: 

20% of suppliers will generally create 80% of problems incurred,  

20% of invoices will generally account for 80% of costs, and  

20% of inventory items will generally account for 80% of usage value. 

    


