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Leading NGOs understand that a stronger focus on their supply chain and materials 
management strategies helps them avoid many of these common delays and gives them a 

significant competitive edge in fundraising, especially in today's weak global economic 

climate. They use well-established sourcing, procurement and logistics practices found in 

the for-profit sector to improve overall program effectiveness, execute better than their 
peers and win donor support. 

Imagine this: A shipment of medical supplies and manuals destined for Guinea was mixed 

up with an order for Ghana. It takes eight weeks to resolve the error and costs several 

thousand dollars in additional shipping fees and significant program delays.  

As an executive of a nongovernmental organization (NGO), you know how 
critical it is to get the right supplies into the field as quickly as possible. A 
shipping or order delay of even the most inexpensive part or smallest 
training brochure could cost tens of thousands of dollars in program 
cancellations, rescheduled events, lost staff time and extra delivery fees. 
Multiply this across a global organization with dozens of operations around 
the world and the compounded, long-term financial impact is staggering. 

There is, however, a sustainable solution that goes beyond putting a 
temporary fix on trouble spots like these. Supply Chain management 
empowers organizations to take control of these issues and build 
sustainable competitive advantages. 
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Many organizations 
underestimate the impact 

supply chain practices have 
on organizational 

effectiveness. Shipping or 
order delays cause 

expensive setbacks and 
often result in cancelled 

programs, scheduling 
changes and lost staff time. 
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advantages, activities related to sourcing, 
purchasing and delivery processes, 

comes later as an organization evolves. In 

the interim, though, organizations outgrow 
their original support structures and 

informally implemented procedures, and 

the team may not know which provisional 

practices should be tweaked, replicated or 
replaced to help them scale.  

While these kinds of issues are often 

overlooked during times when funding is 

more readily available, the current 

financial climate makes better supply 
chain management practices more critical. 

In the wake of steep budget cuts from key 

sponsors or contributors, donors are 
increasingly more discerning in choosing 

which organizations to support and more 

particular about why they fund certain 

organizations over others. Generally, 
donors today look more closely at how 

well NGOs run their operations, and 

organizations that excel will likely be top 
contenders for bigger contributions. 

We believe organizations can improve 
operational efficiency, win donor support 

and lock in funding opportunities with this 

key strategy: Adapting and implementing 

supply chain management practices 
aimed at improving vendor sourcing, 

procurement, material management, 

logistics and delivery from best-in-class 
for-profit companies.  

This is vital because supply chain best 
practices not only address many of the 

operational shortfalls and 

miscommunication problems non-profits 

commonly encounter, but also they 
improve overall performance, reduce 
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Or, order forms are submitted and 

misplaced multiple times by the 

procurement staff before being processed, 

causing a nine-month fulfillment delay. 

Or, a program officer asks a supplier 

about the availability of a product she 
urgently needs in the field and tells the 

supplier to ship the product. However, she 

never creates a formal purchase request, 
the urgently needed products are not 

ordered, causing many weeks of 

frustration and program setbacks. 

Do these scenarios sound familiar? If so, 

you're not alone. These kinds of debacles 
happen more often than you think, even to 

the best-run NGOs. 

There are several reasons underlining 

these frequent and widespread 

operational challenges. One common 

cause is that many organizations, at least 
during their initial start-up phase, simply 

may not realize the impact supply chain 

practices have on organizational 
effectiveness. Understandably, NGOs 

tend to focus primarily on delivering 

program objectives as fast and efficiently 

as possible with available resources. To 
achieve that, they establish informal 

practices for their immediate purchasing 

and logistics needs. Over time, these 
practices become less flexible and viewed 

more as "standard operating procedure," 

even though they may not be fully aligned 

to changing needs or longer-term 
expectations. 

Typically the idea of developing high-
performing operational and supply chain 

capabilities that create competitive 
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Informal purchasing and 
logistics practices may have 
become "standard operating 
procedure," but these practices 
often lack the flexibility NGOs 
need as they expand. 
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unnecessary costs associated with program delays and increase operational 

effectiveness and efficiency. More importantly, though, a focused, well-defined supply 
chain management strategy creates significant competitive advantages and helps 

organizations rise above their peers when competing for funding from increasingly 

selective donors. 

Understanding the Trouble Spots 
To understand how supply chain practices can be leveraged, organizations will want to 
take a step back and look at the root causes of their operational headaches today.  

Our many years of experience with for-profit and nonprofit organizations show us that 
NGOs consistently struggle with the same kinds of supply chain-related issues 

commercial entities do. The gaps commonly occur in the key areas of vendor 

management, strategic sourcing, purchasing, shipping and delivery of a program's 

products, materials or supplies. Many of these problems stem from a broader issue -- 
the inability to scale program operations globally. The complexity associated with 

worldwide growth also leads to other significant issues including program delays, order 

placement and fulfillment misunderstandings and delivery errors. 

As an organization moves out of its initial "get everything going" phase and into being a 

multi-national company that needs repeatable, fully-functional processes, the practices 
and metrics used to measure success must also evolve from indiscriminate, piecemeal 

activities to a more systematic approach.  

Along those lines, program delays are typically the first and most obvious supply chain 

management problem witnessed in the NGO and non-profit environment, and the issue 



 
4 

 

5

many NGOs try to solve. Delays resulting 

from long order lead times, lost orders, 

poor supplier performance and logistics 
mistakes cause organizations to miss 

performance and delivery deadlines. 

These issues are often the result of 

inadequate systems, poor process 
management or both. 

In most situations where delays occur, we 
tend to find multiple breakdowns 

throughout the entire process. When an 

order delay occurs, for instance, the 
organization devotes resources to resolve 

the issue. This, in turn, takes attention 

away from the program staff's "real work”. 

It also creates a cycle of compounding 
delays that escalate into bigger issues 

resulting in higher costs and program 

activity rescheduling or cancelation. Over 
the long term, these missteps could hurt 

the organization's credibility and call into 

question its ability to manage the program 

and money they received. 

Supply chain challenges impact program 

effectiveness in other ways. Order and 
delivery glitches, create confusion around 

planned activities making it hard for 

programs to maximize the intended impact 
of activities. For example, when program 

staff don’t know if activities will take place, 

they cannot effectively communicate and 

promote those activities to potential 
attendees or local partners. Down the 

road, supply chain problems could 

negatively impact employee morale, which 
carries over to how effective program 

activities can be in the future. 
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The Changing Funding 
Environment 
Complicating matters further is the recent 

shift in the funding environment and the 

near-term impact it will have on an 
organization's ability to manage cash flow 

and spending.  

First, fallout from the 2008 financial crisis 

continues to drive adverse economic 

conditions, which is likely to constrain private 
donations at least for the foreseeable future. 

Additionally, according to the Giving USA, 

U.S. charitable contributions inched up only 
slightly at an inflation-adjusted rate of only 

0.9 percent from 2010 to 2011.1  

Of course, too, there is great concern about 

how the government and public funding 

picture will change in the next few years.  

Across the U.S. and Europe, regions 
commonly associated with far-reaching NGO 

and nonprofit giving, government agencies 

charged with administering funding are still 
working in recession mode, meaning they 

must clearly delineate how, where and why 

money is allocated. We expect this political 

and economic instability will lead to reduced 
funding and limited new funding starting as 

early as 2013. 

As aggregate funding for programs 

decreases both in the private and public 

sectors, NGO competition will escalate over 
the next three years. We predict that the 

donor organizations will place increased 

pressure on NGOs to justify expenditures of 

NGOs with superior supply 
chain management practices 
have a competitive 
advantage over their peers 
and have a better chance of 
winning donor funding. 

1 2012 Giving USA: The Annual Report on Philanthropy for the Year 2011 
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program funds. This is likely to include an 

intense focus on measures of program 
performance, effectiveness and efficiency, 

and perhaps even enforcement of funding 

provisions related to audit requirements 

and fund tracking. Any unaddressed 
supply chain issues will make it difficult for 

organizations to achieve these 

improvements and demonstrate efficient 
and measured growth. 

Building Supply Chain 
Capabilities   
The key to meeting these shifting 

requirements and winning ongoing 

support from donors directly correlates 

with an organization's ability to fully 
document expenditures and financial 

controls throughout the supply chain. 

However, many NGOs don't know where 
to start, how to identify proper controls or 

decide which metrics to use. By improving 

existing supply chain practices and 

building new capabilities, organizations 
can more accurately present performance 

metrics and objectives to donors, and 

create competitive advantages in 
receiving dwindling financial resources. 

Not surprisingly, the commercial sector, 
which for decades has grappled with 

similar supply chain challenges, has 

developed very effective practices that 

can be adapted to the non-profit industry.  
We believe NGOs would benefit from 

implementing broad for-profit supply chain 

strategies and techniques aimed at 
improving supply and material forecasting, 

sourcing and purchasing. 
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Specifically, we see five key practices that 

NGOs should initially embrace to improve 
their supply chain and stand out among 

competitors seeking money from the same 

field of donors: 

Strategic Sourcing – Strategic sourcing is 

a process that leverages market dynamics 

to drive a best-value combination of quality 
and price for the acquiring organization. 

Organizations can use strategic sourcing to 

identify reliable sources of supply, optimize 
their purchasing power and negotiate lower 

material or supply costs. 

Materials Planning and Forecasting – 

Planning is a key element of a well-run 

supply chain. A proper materials plan allows 
an organization to meet program 

requirements, avoid backorders or delays 

and build the contingencies needed to 

address unforeseen problems. 

Technology-Enabled Procurement – The 

evolution of procurement-enabling software 
over the past 15 years has revolutionized 

the way transactions are processed and 

tracked. Implementing a modern e-
procurement system allows an organization 

NGOs must begin to build 
supply chain capabilities to 

maintain a competitive 
advantage. There are many 

sourcing, purchasing, 
planning and delivery 
practices that can be 

borrowed from the for-profit 
sector and used by the NGO 

community. 
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to achieve improved purchasing efficiency 

while empowering operations staff to 
originate and manage their own 

procurement requests. 

Door-to-Door Logistics Management – 

Fragmented logistics services with one 

provider delivering freight forwarding 

services, another managing customs 
clearance, and a third overseeing 

destination delivery create inefficiencies 

and a lack of accountability. By integrating 
that logistics chain, an organization can 

achieve substantial efficiencies through 

reduced total delivery time and 

administrative oversight. 

Material Standardization – Standardizing 
the materials used by programs builds 

negotiating leverage with suppliers, 

reduces confusion or ordering mistakes 

and can help build brand awareness for 
organizations. 

Within these overarching practices, 
leading and forward-thinking NGOs will 

drill down further and develop best 

practices that reflect their individual 
organization's needs. We have an 
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example of a company that did exactly 

that.    

Shaking Up the Supply 
Chain:  A Glimpse into 
One Organization's 
Makeover 
When we began working with an 

international, nonprofit health organization 

affiliated with a leading U.S. university, we 

found a complex supply chain web that 
needed untangling. 

The organization, which has been around 

for 35 years and is located in more than 

150 countries, designs innovative, 

effective and low-cost health care 
solutions to ensure a level of care for 

women and their families. To deliver its 

solutions and run its program, the 
organization must source, buy and deliver 

training materials, manuals and medical 

supplies from local and international 

vendors.  

Inherent in this multi-national organization 

is a varying degree of uncertainty, ranging 
from supplier selection issues to logistics 

breakdown that delay program launches. 

These kinds of questions were often came 
to mind:  

• Will the manual arrive in time for the 
scheduled event?  

• What trade restrictions must be 

addressed when medical supplies come 
from country and arrive in another?  

• Will the customs officials understand 

the shipping manifest?  
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• Are all the parts for this medical pump 
included or do we have to find another 

supplier for the attached tubes? 

It was clear that these dilemmas and delays 

could be better managed if the organization 

improved its supply chain practices and 
processes. We helped the organization 

focus on a few critical areas including 

supplier selection; order visibility and 

fulfillment, cost reductions and costs vs. 
spend documentation. Mainly, we analyzed 

its existing practices and provided guidance 

on how these practices could be improved, 
and we identified and helped the 

organization adopt other new and relevant 

practices that aligned to their mission 

statement. We also worked with them in 
developing an action plan so these practices 

could be consistently rolled-out across all its 

global operations and ensured that 
performance could be measured uniformly 

via improved metrics. 

The results to date have been significant: 

A Reduction in Program Delays – The 
time from when orders were requested to 

when they were delivered to the field offices 

decreased from more than 120 days to 
approximately 40 days. 

Better Budget Controls – The organization 
implemented Web-based e-procurement 

software that enforces and tracks all budget 

approvals. 

Visibility of Materials in the Supply Chain 

– Leveraged e-procurement and reporting 
tools to update the program staff on the 

status of all orders in real time. 

1 2012 Giving USA: The Annual Report on Philanthropy for the Year 2011 



 

 

7 

 

 

  

About Privatin 
Consulting 

12

Lower Cost of Materials and Supplies – 

Strategically sourced materials contracts 
in the U.S. and in the field generated 

savings ranging from 10 to 30 percent. 

Ability to Leverage Capability to win 

new Funding – With better processes 

and systems in place, the non-profit was 

able to deliver on program timelines, 
accomplish more with program funds and 

more clearly track and justify 

expenditures. 

Based on the supply chain improvements 

they have made, the organization has 
placed itself in a stronger competitive 

position with an ability to secure more 

international funding and standing out 
among their peers.  Also, it has been 

recognized by the international 

philanthropy community for reaching 

various program milestones in recent 
years, many of which were linked to 

supply chain management efficiencies -- 

proving that such efforts will become 
increasingly important to the entire NGO 

market. 

Taking the First Step 
If you are an NGO executive considering 

your organization's near-term growth 
potential, scanning the horizon for 

opportunities to scale and watching the 

funding environment change, now is the 

time to start thinking about how your 
supply chain practices -- or lack of them -- 

may impact your organization.  

The stakes are too high to ignore. 
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Organizations that implement best 

practices proven in the private sector will 
build stronger supply chain management 

capabilities that support program activities 

and enable program staff to be more 
effective. These improvements could be 

leveraged to secure funding at the 

expense of organizations that are still 

struggling with their supply chains and 
likely struggling to meet program 

objectives. 

Organizations who fail to improve their 

supply chain operations risk falling behind 

their competition just when the market for 
funding is becoming more selective. 

Those who cannot adapt or leverage new 

capabilities will likely experience poor 
performance, decreased accountability, 

declining revenues and run the risk of 

damaging their brand. 

More and more, leading NGOs recognize 

that supply chain management is crucial 

to overall program success. While there 
are significant challenges to addressing 

supply chain issues, tools and expertise 

are available to help manage these 
challenges.  

So help steer your company in a new 
direction that uses superior supply chain 

management to propel performance and 

execution.  Align your practices so you 
can thrive in a changing economic 

environment.  Win more funding and take 

advantage of opportunities that your 

competitors may not be able to. 
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