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Foreword 

For decades, organisations have debated whether it is better to place trust in a single supplier 
or distribute requirements across several providers. The question appears deceptively simple, 
yet the answer influences almost every aspect of supply chain management. Decisions 
regarding sourcing strategy affect inventory levels, warehouse operations, supplier 
relationships, service delivery and ultimately an organisation’s ability to meet customer 
expectations during both stable and uncertain operating conditions. 

Historically, many organisations pursued supplier consolidation in the belief that fewer 
suppliers would deliver greater efficiency. Standardisation, administrative simplicity and 
stronger supplier relationships became key objectives. At the same time, advances in 
inventory management encouraged leaner stockholding strategies and increasingly 
streamlined operations. For many years these approaches appeared logical, practical and 
commercially advantageous, reinforcing confidence in supplier rationalisation across both 
public and private sectors. 

Recent events have challenged some long-held assumptions. Global disruption exposed 
vulnerabilities within supply chains that had previously remained hidden beneath layers of 
efficiency and optimisation. Organisations that once prioritised cost reduction and operational 
simplicity suddenly found themselves confronting shortages, delays and uncertainty. In 
response, resilience, flexibility and continuity of supply have become increasingly important 
considerations when determining how supplier relationships should be structured and 
managed. 

The implications extend far beyond procurement. Whilst supplier selection remains important, 
the consequences of sourcing decisions are felt most directly within warehouses, distribution 
networks, maintenance operations and frontline service delivery. Inventory managers, logistics 
professionals and operational leaders are regularly required to balance efficiency with 
resilience, simplicity with flexibility and short-term savings with longer-term continuity. Their 
decisions often determine how effectively organisations respond when circumstances change 
unexpectedly. 

There is no universally correct answer. The advantages of supplier consolidation can be 
substantial, but so too can the benefits of diversification. Every organisation must determine 
its own balance between cost, efficiency, service quality and operational resilience. The most 
important question may not be whether single-sourcing or multi-sourcing is preferable, but 
whether organisations are optimising for success under normal operating conditions or 
preparing for survival when those conditions no longer exist. 

 

 

 

 

 

 

 

 

 

 

 

 



The Case for Supplier Consolidation 

For many organisations, the attraction of single sourcing appears immediately obvious. Rather 
than dividing expenditure across numerous suppliers, spending is concentrated with a single 
organisation capable of meeting most operational requirements. The approach promises 
simplicity, accountability and efficiency. Whether supplying inventory, maintenance services or 
specialist equipment, a single source can appear easier to manage than a network of separate 
providers competing for attention, resources and management oversight. 

One of the strongest arguments in favour of single sourcing is the existence of a single point 
of contact. Operational teams know precisely who to call when issues arise, orders require 
amendment or deliveries are delayed. Rather than navigating multiple supplier relationships, 
communication channels become streamlined. Time spent coordinating suppliers can instead 
be directed towards managing stock levels, forecasting demand and supporting wider 
operational objectives throughout the organisation. 

Standardisation is another frequently cited benefit. When inventory is sourced from a single 
supplier, product specifications, packaging formats and quality expectations often become 
more consistent. Warehouse teams can develop familiarity with stock characteristics and 
handling requirements. Inventory records become easier to maintain and operational 
processes become more predictable. In environments where efficiency is valued, reducing 
variation can appear an attractive objective capable of supporting smoother day-to-day 
operations. 

Administrative simplicity also plays a significant role. Fewer purchase orders, invoices, 
supplier reviews and performance meetings can reduce workload considerably. Accounts 
departments process fewer transactions, inventory teams spend less time reconciling 
discrepancies and managers benefit from simplified reporting structures. Whilst these 
efficiencies may appear modest individually, collectively they can generate noticeable 
reductions in administrative effort, particularly within organisations managing substantial 
volumes of stock or services. 

Predictable deliveries are equally important. Where strong relationships exist, a sole supplier 
may develop a detailed understanding of operational requirements, seasonal demand patterns 
and inventory consumption rates. This knowledge can support more reliable replenishment 
arrangements and reduce the likelihood of unexpected shortages. Inventory managers often 
place significant value on predictability, preferring stable, dependable supply arrangements 
that minimise disruption and support effective planning. 

Warehouse operations can also benefit from reduced complexity. Managing stock sourced 
from multiple suppliers often introduces varying lead times, packaging standards, product 
codes, and storage requirements. Consolidating supply can simplify stock locations, reduce 
duplication and improve inventory visibility. From a practical perspective, fewer variables often 
mean fewer opportunities for error, creating an environment in which inventory control 
processes can operate with greater consistency and confidence. 

Supplier relationships themselves may strengthen under a single sourcing model. 
Concentrated expenditure often increases the customer’s importance to the supplier, 
encouraging closer collaboration and greater responsiveness. Account managers become 
more familiar with operational challenges, whilst suppliers may be more willing to invest 
resources in service improvements. Long-term relationships can create trust and 
understanding that are difficult to replicate when business is dispersed across multiple 
providers. 

Many inventory managers are naturally attracted to such stability. The daily challenge of 
balancing stock availability, warehouse capacity and service delivery can be demanding 
enough without the additional complexity of managing numerous supplier interfaces. Simplicity 
has practical value. A consistent supplier, predictable deliveries, and familiar processes can 



often seem preferable to the uncertainty and administrative burden of coordinating multiple 
supply relationships simultaneously. 

Perhaps this explains why single sourcing remains popular despite periodic warnings about 
supplier dependency. In normal operating conditions, the model frequently delivers precisely 
what warehouse and inventory teams desire: consistency, efficiency and control. The 
arrangement reduces complexity and supports operational focus. Yet the very characteristics 
that make single sourcing attractive may also conceal vulnerabilities that only become visible 
when disruption occurs, and alternatives are no longer readily available. 

Inventory Efficiency and Standardisation 

Single sourcing is often justified not only for administrative convenience but also for its impact 
on inventory efficiency. By reducing the number of suppliers offering similar products, 
organisations can achieve greater standardisation across their warehouse operations. Fewer 
product variations, fewer stock codes, and fewer purchasing decisions can simplify inventory 
management considerably. In theory, such simplification should reduce operational friction and 
allow resources to be focused on maintaining availability rather than managing complexity. 

One immediate benefit is the reduction in stock-keeping units. Where multiple suppliers 
provide similar items, warehouses frequently carry alternative versions of the same product. 
Consolidating supply can eliminate duplication and establish a preferred inventory range. This 
often results in less congested storage areas, more efficient use of warehouse capacity and a 
clearer understanding of inventory requirements. Simplicity can become a valuable asset in 
environments where space and resources remain constrained. 

Forecasting demand can also become easier when product ranges are standardised. 
Historical consumption patterns are often more reliable when inventory is sourced consistently 
from a single supplier. Procurement forecasts, replenishment schedules and stock level 
calculations can therefore be based upon a more stable data set. Inventory managers 
frequently favour such predictability, viewing it as an opportunity to improve planning accuracy 
whilst reducing the risk of both shortages and excess stock. 

Warehouse layouts may similarly benefit from standardisation. Consistent packaging 
dimensions, handling requirements and storage methods can support more organised stock 
locations. Picking routes become easier to design, inventory movements become more 
predictable and operational staff spend less time identifying product variations. In many 
warehouses, efficiency gains are achieved not through major technological investments but 
through the gradual elimination of unnecessary complexity within everyday processes. 

Training requirements often reduce when fewer products and suppliers are involved. Staff can 
become familiar with a smaller range of inventory and develop confidence in standard 
operating procedures. Receiving, storage and dispatch activities become more routine, whilst 
errors associated with unfamiliar products may decrease. For managers responsible for 
operational performance, standardisation can therefore appear to offer practical benefits that 
extend beyond inventory management into workforce productivity and service delivery. 

Stock control processes may also become more effective. Inventory accuracy often improves 
when there are fewer opportunities for confusion between similar items supplied by different 
organisations. Cycle counting, auditing and reconciliation activities can become less time-
consuming, allowing warehouse teams to focus on maintaining inventory integrity. The 
resulting improvements in visibility can create a stronger sense of control over stock levels 
and support more informed operational decision-making. 

Yet there is a tendency to assume that standardisation automatically equates to resilience. A 
warehouse operating with a limited range of products and a highly predictable supply 
arrangement can appear exceptionally well controlled. Performance indicators may look 
impressive, and inventory records may demonstrate high levels of accuracy. However, these 



measures often assess efficiency during stable conditions rather than evaluating how 
effectively operations would respond to disruption. 

The question therefore becomes whether standardisation creates genuine operational 
strength or reduces the visibility of risk. Inventory systems built around a single supplier can 
perform extremely well when supply remains uninterrupted. Forecasting models, stock levels 
and replenishment routines may all function as intended. However, such systems are rarely 
tested against significant supply failures, making it difficult to determine whether apparent 
efficiency reflects robustness or merely favourable circumstances. 

Perhaps the greatest challenge for inventory managers is distinguishing between simplicity 
and security. Standardised products, streamlined processes and efficient warehouse 
operations undoubtedly offer advantages. However, operational effectiveness should be 
measured not only by how smoothly a system performs during normal conditions but also by 
how successfully it responds when those conditions change. The efficiencies created through 
single sourcing may be real, but whether they provide lasting value remains a far more difficult 
question to answer. 

The Dependency Risk 

The advantages of single sourcing often appear compelling until the supplier encounters 
difficulties. During periods of stable operation, the arrangement can deliver efficiency, 
consistency and simplified management. However, concentrating supply with a single 
organisation inevitably creates dependency. When that supplier experiences disruption, the 
consequences are rarely confined to procurement teams. Instead, the effects can rapidly 
spread throughout warehouse operations, inventory availability and ultimately the 
organisation’s ability to serve customers effectively. 

Delayed deliveries are among the most immediate risks. A supplier experiencing production 
delays, capacity constraints or transportation problems may be unable to fulfil orders 
according to agreed schedules. When alternative sources have not been established, 
inventory managers often have few options. Stock levels begin to fall, replenishment cycles 
become unpredictable and operational teams find themselves reacting to problems rather than 
executing carefully planned inventory strategies. 

Manufacturing shortages can be equally disruptive. Raw material scarcity, equipment failures 
or unexpected increases in demand may restrict a supplier’s ability to produce essential 
goods. Organisations operating a single-source model frequently discover that they possess 
limited influence over such events. Whilst contractual commitments may remain in place, stock 
cannot be delivered if products are unavailable. Inventory managers may therefore face 
shortages despite maintaining accurate forecasts and disciplined stock control procedures. 

Transport disruptions introduce another layer of vulnerability. Weather events, fuel shortages, 
customs delays, infrastructure failures or logistical bottlenecks can interrupt supply chains with 
little warning. When inventory is sourced through multiple channels, disruption affecting one 
supplier may be mitigated through another. Under a sole-source arrangement, however, a 
single transport failure can quickly affect stock availability across an entire operation, exposing 
a dependence that previously remained largely invisible. 

Labour disputes present similar challenges. Industrial action affecting manufacturing facilities, 
warehouses, ports or distribution networks can halt the movement of goods entirely. 
Organisations often assume such events are rare until they occur. When inventory 
replenishment depends heavily on one supplier, labour disruption within that supplier’s 
operations can become the customer’s problem almost immediately, regardless of how 
effectively internal inventory systems are designed or managed. 

Modern supply chains are also increasingly exposed to cyber incidents. A ransomware attack, 
systems outage, or data breach can shut down ordering platforms, inventory systems, and 
distribution networks for extended periods. Even where physical stock exists, organisations 



may be unable to place orders, process deliveries, or track inventory movements. For 
businesses reliant upon a single supplier, technological disruption can prove just as damaging 
as physical shortages, demonstrating how operational risk continues to evolve. 

Perhaps the most severe scenario involves supplier financial distress or business failure. 
Organisations frequently invest years developing close relationships with key suppliers, often 
assuming continuity will remain indefinitely. Yet businesses can and do fail. When a sole 
supplier enters administration, withdraws from a market or experiences significant financial 
difficulties, customers may suddenly find themselves competing for alternative sources of 
supply under highly unfavourable circumstances, often at considerable cost. 

Dependency can also emerge in less obvious ways. Organisations that rely heavily on a single 
supplier may gradually align their systems, processes, and inventory standards around that 
supplier’s products and capabilities. Over time, switching becomes increasingly difficult, not 
because alternatives do not exist, but because operational practices have become intertwined 
with a particular supplier’s way of working. The result can be a form of dependency that 
develops slowly and remains largely unnoticed until change becomes necessary. 

It is often during such moments that inventory managers fully appreciate the value of supply 
resilience. Reliability tends to receive little attention when shelves are full, and deliveries arrive 
on time. However, once disruption occurs, resilience rapidly becomes the most important 
characteristic within the supply chain. The paradox of single sourcing is that its weaknesses 
often remain hidden during periods of success, only becoming visible when the organisation 
discovers that its greatest efficiency was also its greatest dependency. 

Multi-Sourcing as a Resilience Strategy 

If single sourcing is often associated with efficiency, multi-sourcing is frequently associated 
with resilience. Rather than concentrating expenditure and inventory requirements with a 
single supplier, organisations distribute demand across several suppliers. Whilst this approach 
can introduce additional complexity, its supporters argue that the primary objective of supply 
chain management is not simply efficiency but continuity. A supply chain that continues to 
operate during disruption may ultimately prove more valuable than one designed solely for 
simplicity. 

The most obvious advantage of multi-sourcing is the availability of alternatives. When one 
supplier experiences production difficulties, transport disruption or operational challenges, 
inventory managers can often increase orders with another provider. This flexibility can reduce 
the likelihood of stock shortages and minimise interruptions to warehouse operations. Rather 
than relying on a single organisation to maintain supply, risk is spread across multiple sources 
capable of meeting business requirements. 

Continuity of supply becomes particularly important when dealing with critical inventory. 
Certain products, components or materials may be essential to maintaining services, 
supporting manufacturing activities or meeting customer expectations. In such circumstances, 
the consequences of stock shortages can extend far beyond the warehouse. Multi-sourcing 
provides an additional layer of protection by ensuring that a disruption affecting one supplier 
does not necessarily result in a complete interruption of supply. 

Alternative suppliers can also improve responsiveness to changing demand. Forecasts are 
not always accurate, and market conditions can shift rapidly. Where demand increases 
unexpectedly, a sole supplier may struggle to expand capacity quickly enough to meet 
requirements. Organisations maintaining relationships with multiple suppliers may be better 
positioned to increase inventory levels, redirect orders or secure additional stock without 
becoming wholly dependent upon a single source of supply. 

The approach can also reduce exposure to regional or sector-specific disruptions. Suppliers 
operating in different locations may be affected by different economic conditions, labour 
markets, weather events or transportation networks. A problem impacting one supplier does 



not automatically affect the others. This diversification can strengthen overall supply chain 
resilience and reduce the likelihood that a single event will compromise inventory availability 
across the entire organisation. 

Supporters of multi-sourcing often compare the strategy to portfolio diversification in financial 
management. Few investors would willingly allocate all their assets to a single investment, 
regardless of past performance. The principle is similar within inventory management. Even a 
highly reliable supplier represents a concentration of risk. Distributing supply across several 
providers may reduce efficiency in certain areas, but it can also reduce vulnerability to 
unforeseen events that are difficult to predict or control. 

Critics, however, frequently view secondary suppliers as an unnecessary expense. 
Maintaining relationships with organisations that receive only a portion of available business 
can appear inefficient. Additional supplier reviews, contract management activities and 
performance monitoring requirements consume resources. Some organisations therefore 
question whether maintaining alternative sources constitutes prudent planning or merely adds 
complexity without delivering measurable operational benefits under normal conditions. 

Yet resilience is rarely measured during periods of stability. Secondary suppliers often appear 
underutilised precisely because they are not required every day. Their value becomes 
apparent when disruption occurs, and alternatives are immediately available. Much like 
insurance, the benefit is not derived from routine use but from the protection provided when 
circumstances change unexpectedly. The challenge lies in justifying that investment before 
the need arises rather than after the consequences have materialised. 

This raises an important question for inventory managers and operational leaders alike. 
Should secondary suppliers be viewed as inefficiency within the supply chain, or should they 
be regarded as strategic assets protecting service continuity and operational performance? 
The answer may depend largely upon how organisations define success. If the objective is 
maximum efficiency, consolidation may appear attractive. If the objective is resilience, 
maintaining alternative sources may prove to be one of the most valuable investments an 
organisation can make. 

Competitive Tension and Supplier Performance 

Beyond inventory resilience, the debate between single sourcing and multi-sourcing extends 
into the broader area of supplier management. A question frequently overlooked is whether 
supplier performance changes once a supplier becomes confident that all available business 
is effectively guaranteed. Strong relationships undoubtedly have value, but relationships can 
sometimes become comfortable. When competitive pressure diminishes, organisations must 
consider whether service levels, innovation and responsiveness remain as strong as they were 
when the business was first secured. 

Suppliers operating within a competitive environment are often motivated to demonstrate 
continuous improvement. Service levels, delivery performance, product quality and customer 
support become important differentiators. Where multiple suppliers support the same 
organisation, each provider understands that future business may depend upon current 
performance. This dynamic can encourage greater responsiveness and a stronger focus on 
meeting operational expectations. Competition does not guarantee excellence, but it 
frequently discourages complacency. 

Innovation can also be influenced by supplier structure. Suppliers competing for a greater 
share of business may introduce new products, enhanced technologies or more efficient 
operating methods. Warehouse automation solutions, inventory tracking improvements and 
logistics innovations often emerge because suppliers seek opportunities to distinguish 
themselves from competitors. Organisations relying exclusively on one supplier may still 
benefit from innovation, but the incentive to challenge established arrangements can diminish 
over time. 



Service responsiveness represents another important consideration. When inventory 
shortages arise, delivery schedules require amendment or operational priorities change, and 
organisations depend on suppliers to react quickly. Multiple suppliers may create an 
environment where responsiveness becomes a commercial advantage. Suppliers understand 
that poor performance may result in reduced demand, whilst strong performance may increase 
future opportunities. Such competitive tension can support higher standards of customer 
service and operational support. 

Pricing behaviour can be affected similarly. Whilst supplier relationships should not be 
governed solely by cost considerations, the presence of alternative providers often helps 
maintain commercial discipline. Suppliers remain aware that their pricing and overall value 
proposition are being assessed. In contrast, organisations heavily dependent upon a single 
supplier may find it more difficult to determine whether pricing remains competitive, particularly 
where few meaningful comparisons exist within the market. 

However, these advantages are not obtained without cost. Managing multiple supplier 
relationships requires time, expertise and organisational resources. Performance reviews, 
communication activities, inventory coordination and relationship management all become 
more demanding as the number of suppliers increases. What appears beneficial from a 
competitive perspective may introduce additional administrative complexity and operational 
workload. Maintaining competitive tension therefore requires active management rather than 
passive oversight. 

The challenge for operational leaders is determining where the balance lies. Too little 
competition may encourage complacency, whilst too much can create unnecessary complexity 
and management burden. The objective is rarely to maximise the number of suppliers but 
rather to maintain sufficient competitive tension to encourage strong performance. Whether 
that balance is best achieved through a single trusted supplier or a carefully managed network 
of providers remains a question that organisations continue to answer in very different ways. 

The Inventory Holding Dilemma 

The debate between single sourcing and multi-sourcing extends beyond supplier 
management and into one of the most important responsibilities in warehouse operations: 
determining how much inventory to hold. Stock levels are rarely established in isolation. 
Decisions regarding sourcing strategy, supplier reliability and supply chain resilience all 
influence how much inventory organisations believe they need to carry. As a result, supplier 
strategy and inventory management are often more closely connected than they first appear. 

Organisations that rely heavily on a single supplier often seek to offset risk by increasing safety 
stock. Whilst confidence in the supplier may remain high, inventory managers recognise that 
disruption can occur at any stage of the supply chain. Additional inventory, therefore, acts as 
a buffer against delayed deliveries, production interruptions, or transport difficulties. The 
objective is simple: if supply temporarily stops, operations can continue using stock already 
held within the warehouse. 

At first glance, this approach appears sensible. Safety stock can provide reassurance and 
reduce the likelihood of service disruption. Inventory managers may feel more comfortable 
knowing that additional stock is available to absorb unforeseen events. Warehouses can 
continue supporting customers whilst supply issues are resolved. In many organisations, the 
holding of additional inventory is viewed as a practical and responsible response to supplier 
concentration risk. 

However, inventory is not free. Every item stored within a warehouse represents capital that 
cannot be used elsewhere. Additional stock increases storage requirements, insurance costs, 
handling activities and the risk of obsolescence or damage. The larger the inventory buffer 
becomes, the greater the financial commitment required to maintain it. What initially appears 
to be a risk-management strategy can therefore create a significant working capital burden. 



Multi-sourcing may offer a different solution. Where organisations maintain relationships with 
several suppliers, inventory managers may feel less pressure to carry substantial safety stock. 
If one supplier experiences difficulties, alternative providers may be able to increase supply or 
meet urgent requirements. Rather than relying exclusively upon inventory as a protective 
measure, organisations can utilise supplier flexibility as part of their resilience strategy. 

This can create opportunities for leaner inventory management. Reduced safety stock levels 
may lower warehousing costs, improve inventory turnover and release working capital for 
other operational priorities. Inventory managers often seek precisely this balance: maintaining 
sufficient stock to support operations whilst avoiding excessive holdings that tie up resources. 
Multi-sourcing can support these objectives by reducing dependence on any single source of 
supply. 

Yet the relationship is rarely straightforward. Managing multiple suppliers introduces 
complexity that may, in turn, require additional inventory. Differences in lead times, product 
specifications or delivery schedules can create planning challenges. Inventory managers must 
therefore balance the potential resilience benefits of supplier diversification against the 
operational complications that can arise from managing several supply channels 
simultaneously. 

This raises an interesting question regarding the true cost of supplier consolidation. 
Organisations frequently highlight administrative savings, improved supplier relationships and 
purchasing efficiencies associated with single sourcing. However, if those benefits require 
larger inventory buffers to mitigate concentration risk, the financial advantages may be less 
significant than initially assumed. Savings achieved in one area may be transferred elsewhere 
within the operation through increased stockholding requirements. 

The issue becomes particularly relevant where warehouse space is limited. Additional 
inventory requires additional storage capacity, whether through larger facilities, denser storage 
systems or external warehousing arrangements. These costs are not always attributed directly 
to sourcing decisions, yet they form part of the overall operational impact. A sourcing strategy 
cannot be fully assessed without considering its influence on inventory levels and warehouse 
utilisation. 

Ultimately, the inventory holding dilemma highlights the interconnected nature of supply chain 
decisions. Organisations may achieve impressive efficiencies through supplier consolidation, 
but those efficiencies should be evaluated alongside the inventory investment required to 
support them. Equally, multi-sourcing may introduce complexity whilst reducing the need for 
extensive safety stock. The challenge for inventory managers is determining whether 
resilience is best achieved by holding more inventory, maintaining more suppliers, or finding 
a carefully balanced combination of both. 

Services versus Physical Goods 

Much of the discussion surrounding single sourcing and multi-sourcing focuses upon physical 
inventory, yet the same principles apply equally to services. Organisations regularly appoint 
sole providers for maintenance, cleaning, logistics, security, information technology and 
numerous other operational functions. Whilst the objectives may appear similar, the risks 
associated with services often differ significantly from those affecting physical goods, creating 
an additional dimension that deserves careful consideration. 

Single-source service arrangements are frequently attractive because they provide clear 
accountability. When a single supplier is responsible for delivering a service, there is little 
ambiguity about ownership of performance. Operational managers know who to contact when 
issues arise, performance data is easier to interpret and contractual responsibilities remain 
clearly defined. This simplicity often appeals to organisations seeking efficient management 
structures and straightforward governance arrangements. 



Consistency can also be easier to achieve. A sole maintenance contractor, cleaning provider, 
or logistics operator can develop familiarity with organisational requirements, operating 
procedures, and customer expectations. Over time, knowledge accumulates, and service 
delivery may become more efficient. The supplier gains a detailed understanding of assets, 
locations and operational priorities, potentially resulting in higher service quality and more 
effective long-term planning. 

However, service-based relationships also create a different form of dependency. Unlike 
inventory, where alternative products may sometimes be sourced relatively quickly, service 
provision often relies heavily upon knowledge, experience and operational familiarity. If 
performance begins to decline, replacing the supplier can be considerably more difficult than 
simply purchasing goods from an alternative source. Expertise accumulated over years cannot 
always be transferred immediately to a replacement provider. 

This challenge becomes particularly apparent when service quality deteriorates gradually 
rather than suddenly. Missed appointments, slower response times, declining customer 
service or reduced attention to detail may not constitute contractual failures, yet they can 
significantly affect operational performance. Organisations heavily dependent upon a single 
provider may find themselves tolerating declining standards because alternative 
arrangements cannot be implemented quickly or easily. 

The absence of realistic alternatives often compounds the problem. In some sectors, 
particularly those involving specialist skills or local delivery requirements, the number of 
capable suppliers may be limited. Even where alternative providers exist, mobilisation periods, 
recruitment requirements and knowledge transfer activities can create barriers to change. The 
result is that organisations may possess less flexibility than they initially assumed when 
entering into the arrangement. 

Physical goods present a somewhat different scenario. Whilst supplier disruption can certainly 
create operational difficulties, alternative products or suppliers can sometimes be identified 
relatively quickly. Equivalent inventory may be available from other distributors, manufacturers 
or wholesalers. Product specifications may require adjustment, but continuity of supply can 
often be restored without replacing an entire operational delivery model. The market for goods 
is frequently more adaptable than the market for services. 

This distinction is important when assessing sourcing strategies. A sole supplier of inventory 
may create risks relating to stock availability, but those risks can occasionally be mitigated 
through emergency sourcing arrangements. By contrast, a sole service provider may become 
deeply embedded within daily operations. Replacing that provider may require significant 
planning, resource allocation and operational adjustment, making service-related dependency 
potentially more challenging to manage. 

Multi-sourcing can offer a degree of protection in both environments, although implementation 
is often more complex for services. Maintaining multiple logistics operators, maintenance 
providers or support contractors may preserve competitive tension and reduce dependency. 
However, doing so can also create coordination challenges, blurred accountability and 
inconsistent service standards. The resilience benefits, therefore, need to be carefully 
balanced against the operational complexity introduced. 

Ultimately, the debate between single sourcing and multi-sourcing cannot be viewed solely 
through the lens of inventory management. Services introduce additional considerations 
regarding knowledge, continuity, accountability, and organisational dependency. Whilst 
alternative sources of physical goods can often be identified when required, alternative 
sources of expertise and operational capability may be considerably harder to secure. The 
question is therefore not simply whether supply can be replaced, but whether the capability 
supporting that supply can be replaced with equal ease. 

Modern Supply Chain Lessons 



For much of the past three decades, supply chain management has been heavily influenced 
by the pursuit of efficiency. Organisations sought to reduce inventory levels, consolidate 
supplier bases, eliminate perceived duplication and remove unnecessary costs from 
operations. Lean inventory management, supplier rationalisation and just-in-time delivery 
models became widely accepted as indicators of effective supply chain performance. The 
prevailing assumption was that streamlined operations would inevitably deliver superior 
outcomes. 

Single sourcing often formed part of this wider strategy. By concentrating expenditure with 
fewer suppliers, organisations expected to achieve stronger commercial relationships, 
simplified administration and lower operating costs. Warehouses carried less inventory, 
procurement teams managed fewer contracts and operational processes became increasingly 
standardised. On paper, the model appeared highly efficient. For many years, the results 
seemed to justify the approach, reinforcing confidence in supply chain consolidation. 

However, efficiency is easiest to achieve when conditions remain stable. The assumptions 
underpinning many supply chain strategies were developed during periods characterised by 
relatively predictable markets, reliable transportation networks and consistent access to global 
manufacturing capacity. Whilst disruptions certainly occurred, many organisations came to 
view major supply chain interruptions as exceptional events rather than realistic operational 
risks requiring significant contingency planning. 

Recent years have dramatically challenged those assumptions. Global events exposed 
vulnerabilities that had previously remained hidden beneath layers of operational efficiency. 
Organisations that had become accustomed to dependable supply suddenly encountered 
shortages, delays and uncertainty. Products that had always been available became difficult 
to obtain, whilst lead times increased significantly. Supply chains that appeared robust under 
normal conditions often proved less resilient when subjected to sustained disruption. 

Practical experience reinforced these concerns. Organisations that had become accustomed 
to readily available products suddenly encountered shortages of semiconductors, construction 
materials and other critical goods. Transportation bottlenecks extended lead times, suppliers 
withdrew from certain markets and some businesses ceased trading altogether. In response, 
many organisations increased safety stock levels, reassessed supplier concentration risks, 
and placed greater emphasis on continuity of supply than in previous decades. 

One of the most important lessons concerned supplier concentration. Organisations relying 
heavily upon a limited number of suppliers frequently discovered that efficiency and resilience 
are not necessarily the same thing. A supply chain optimised to minimise costs and inventory 
may perform exceptionally well during stable periods, yet struggle when a key supplier is 
disrupted. In many cases, the absence of alternatives became more significant than the 
efficiencies that supplier consolidation had previously delivered. 

Inventory strategies were similarly reassessed. For years, reducing stock levels had been 
viewed as a sign of operational maturity. Excess inventory was frequently characterised as 
wasteful, inefficient and costly. However, when supply became uncertain, organisations 
holding minimal stock often found themselves exposed. Inventory buffers that once appeared 
excessive suddenly seemed prudent. Warehouses previously criticised for carrying too much 
stock were, in some instances, better positioned to maintain service continuity. 

The value of alternative suppliers also received renewed attention. Organisations maintaining 
multiple supply relationships often possessed greater flexibility when disruption occurred. 
Whilst challenges remained, the ability to redirect demand or seek support from secondary 
suppliers offered options unavailable to those operating highly concentrated supply chains. 
What had previously been viewed as inefficiency was increasingly reinterpreted as resilience 
and operational preparedness. 

These experiences prompted many organisations to reconsider how supply chain 
performance should be measured. Traditional metrics often focused upon inventory turnover, 



warehouse utilisation, purchasing savings and operating costs. Whilst these indicators remain 
important, they do not necessarily measure an organisation’s ability to withstand disruption. A 
supply chain can be highly efficient according to conventional metrics whilst simultaneously 
being vulnerable to unexpected events. 

This has led to a broader debate regarding the true purpose of supply chain management. Is 
the primary objective to minimise costs and maximise efficiency, or is it to ensure continuity of 
operations under a wide range of circumstances? The answer may appear obvious, yet 
organisational decisions have often favoured short-term efficiency improvements over longer-
term resilience. Recent disruptions have highlighted the potential consequences of that 
imbalance. 

Of course, resilience itself carries a cost. Additional inventory, secondary suppliers and 
contingency arrangements all require investment. Organisations cannot eliminate every risk, 
and few can justify unlimited expenditure in pursuit of security. The challenge is therefore not 
to replace efficiency entirely with resilience, but to determine the appropriate balance between 
the two. Achieving that balance remains one of the most significant challenges facing modern 
supply chain leaders. 

The debate is particularly relevant within warehouse and inventory management. Operational 
teams are often responsible for maintaining service continuity whilst simultaneously reducing 
costs and improving efficiency. The lessons of recent years suggest that these objectives are 
not always perfectly aligned. Decisions that improve efficiency today may reduce flexibility 
tomorrow. Understanding those trade-offs has become increasingly important as supply 
chains operate amid heightened uncertainty. 

Perhaps the most enduring lesson is that resilience is rarely appreciated until it is needed. 
Organisations seldom celebrate contingency arrangements during periods of stability because 
their value remains largely invisible. Yet when disruption occurs, resilience quickly becomes 
one of the most important characteristics within the supply chain. The question facing modern 
organisations is therefore whether maximum efficiency should remain the ultimate objective, 
or whether resilience has now become the more valuable measure of long-term operational 
success. 

The Cost of Managing Complexity 

Whilst multi-sourcing is frequently promoted as a means of improving resilience, it is important 
to acknowledge that diversification is not without consequences. Every additional supplier 
introduces new relationships, processes and responsibilities that must be actively managed. 
What appears attractive from a risk-management perspective can create significant 
operational challenges. The benefits of supplier diversification are often easy to identify, but 
the resources required to manage that diversification effectively are sometimes 
underestimated. 

Administrative effort is one of the most immediate considerations. Each supplier generates 
purchase orders, invoices, delivery schedules, contractual obligations and performance 
records. As supplier numbers increase, so too does the volume of information requiring 
oversight. Tasks that may be relatively straightforward within a single-source arrangement can 
become considerably more demanding when multiplied across several providers operating 
under different commercial and operational arrangements. 

Supplier management requirements also increase substantially. Effective relationships require 
communication, performance discussions, issue resolution and strategic engagement. 
Managing one supplier well can be challenging enough. Managing several suppliers 
simultaneously requires additional time, expertise and organisational capacity. Without 
appropriate oversight, supplier relationships can become transactional, reducing the very 
benefits that diversification is intended to achieve. 



Performance monitoring presents a similar challenge. Organisations adopting a multi-sourcing 
strategy must evaluate supplier performance consistently and fairly. Delivery reliability, product 
quality, responsiveness and service standards all require measurement and comparison. The 
more suppliers involved, the more complex this process becomes. Collecting, analysing and 
interpreting performance information can consume significant management resources, 
particularly where supplier performance varies considerably. 

Quality assurance responsibilities can also expand. Multiple suppliers may provide products 
manufactured to different specifications, utilise different packaging standards or operate under 
varying quality management systems. Ensuring consistency across inventory can therefore 
require additional inspections, audits and validation activities. Warehouse teams may need to 
monitor a wider range of products and processes, increasing the risk of discrepancies and 
operational inefficiencies if controls are not maintained effectively. 

Operational coordination often becomes more complicated under a multi-sourcing model. 
Different suppliers may operate with different lead times, delivery schedules and ordering 
requirements. Inventory managers must coordinate replenishment activities across several 
organisations whilst maintaining stock availability and avoiding excess inventory. What 
appears resilient from a sourcing perspective may create considerable planning complexity 
within day-to-day warehouse operations. 

There is also the question of accountability. When multiple suppliers contribute to the same 
operational outcome, responsibility can become less clear. Delivery failures, quality issues or 
service interruptions may involve several organisations simultaneously. Determining the root 
cause of problems can become more difficult, particularly where responsibilities overlap. In 
some cases, organisations may find themselves spending more time managing supplier 
interactions than addressing the operational issue itself. 

Smaller organisations may face particular challenges in this regard. Large enterprises often 
possess dedicated procurement, supply chain and contract management teams capable of 
overseeing complex supplier networks. Smaller organisations may not enjoy the same 
resources. Attempting to manage numerous suppliers without sufficient expertise or capacity 
can introduce risks that ultimately outweigh the intended resilience benefits of diversification. 

This raises an important practical question. Whilst multi-sourcing may enhance resilience in 
theory, can every organisation realistically manage multiple suppliers effectively in practice? 
The answer depends not only on the supply chain itself but also on the organisation’s internal 
capabilities. Diversification delivers value only when relationships, performance and 
operational interfaces are managed properly. Without adequate oversight, complexity can 
quickly undermine the benefits it was intended to create. 

Ultimately, resilience should not be confused with complexity for its own sake. Maintaining 
multiple suppliers can undoubtedly strengthen a supply chain, but only if the organisation 
possesses the resources necessary to coordinate them effectively. The challenge is finding a 
balance between diversification and manageability. A supply chain supported by several poorly 
managed suppliers may be no more resilient than one supported by a single supplier. The real 
question is not how many suppliers an organisation has, but how well it manages the suppliers 
it chooses to rely upon. 

Summary – What Is the Real Objective? 

The debate between single sourcing and multi-sourcing is often presented as though one 
approach must inevitably be superior to the other. Throughout supply chain management, 
procurement, warehousing and inventory control, advocates can be found on both sides. Yet 
after examining the advantages and disadvantages of each model, it becomes increasingly 
difficult to identify a universally correct answer. The suitability of either approach depends 
largely upon what an organisation is ultimately trying to achieve. 



If the objective is administrative simplicity, the argument for single sourcing becomes 
compelling. Fewer suppliers generally mean fewer relationships to manage, fewer 
performance reviews, fewer invoices, fewer delivery schedules and clearer accountability. 
Warehouses may operate with greater consistency, operational procedures can become 
standardised, and supplier management activities may consume less organisational effort. For 
many managers, such efficiencies represent genuine and measurable value. 

If the objective is cost reduction, the answer becomes less straightforward. Single sourcing 
may create purchasing leverage, reduce administration and support standardisation. 
However, those savings may be partially offset by larger inventory holdings, increased safety 
stock, and greater dependence on a single source of supply. Conversely, multi-sourcing may 
increase management costs whilst reducing exposure to disruption. Determining which 
approach delivers the lowest overall cost is often more complex than comparing supplier 
prices alone. 

Where service levels are the primary concern, organisations face a different set of 
considerations. A sole supplier may provide consistency, familiarity and operational continuity. 
At the same time, multiple suppliers may encourage greater responsiveness, innovation and 
competitive tension. Service quality is influenced not only by the number of suppliers involved 
but also by the effectiveness with which those relationships are managed and monitored over 
time. 

Resilience introduces yet another perspective. Recent supply chain disruptions have 
demonstrated that highly efficient systems are not always highly robust systems. 
Organisations that appeared exceptionally well-managed during stable periods sometimes 
struggled when supply chains faced significant disruption. In contrast, arrangements 
previously criticised for carrying excess inventory or maintaining alternative suppliers 
occasionally proved more adaptable when circumstances became challenging. 

This raises an important question regarding the purpose of supply chain management itself. 
For many years, efficiency has dominated decision-making. Inventory levels were reduced, 
supplier bases were consolidated and operational processes were streamlined. Cost savings, 
inventory turnover, and utilisation rates are often used to measure success. These metrics 
remain important, but recent events have highlighted that efficiency alone may not provide a 
complete measure of supply chain effectiveness. 

The distinction between efficiency and resilience is particularly important. Efficiency tends to 
reward optimisation under predictable conditions. Resilience focuses on the ability to continue 
operating when conditions become unpredictable. Whilst these objectives are not mutually 
exclusive, they do not always align perfectly. Decisions that improve performance during 
normal operations may simultaneously reduce flexibility when disruption occurs. The 
challenge lies in recognising and managing these trade-offs rather than assuming they do not 
exist. 

Organisations must therefore decide what level of risk they are prepared to accept. A highly 
concentrated supply chain may operate efficiently for many years without significant 
interruption. Equally, a diversified supply chain may incur additional costs that appear 
unnecessary until a disruption occurs. Neither outcome can be properly assessed without 
considering the organisation’s appetite for risk, operational priorities, and ability to respond to 
unforeseen events. 

In practice, many organisations apply different sourcing models to different categories of 
spend and inventory. Low-risk, readily available items may be sourced through consolidation 
to maximise efficiency, whilst critical products, specialist services or operationally sensitive 
supplies may justify maintaining alternative sources. The most resilient supply chains are often 
not those that adopt a single philosophy, but those that apply different strategies according to 
the consequences of failure. 



Perhaps the most useful conclusion is that sourcing strategy should be viewed as a business 
decision rather than simply a procurement decision. The implications extend beyond 
purchasing into warehouse operations, inventory management, customer service, financial 
planning and organisational resilience. Decisions regarding supplier structure influence how 
an organisation functions day-to-day and how effectively it responds when circumstances 
change. 

The most successful organisations may therefore be those that stop asking whether single-
sourcing or multi-sourcing is better and instead focus on understanding the objectives they 
aim to achieve. The answer will differ between sectors, organisations and even individual 
supply categories. What works effectively for one operation may be entirely inappropriate for 
another. 

Ultimately, the question is not whether a supply chain is simple or complex, consolidated or 
diversified, efficient or resilient. The real question is what the organisation values most. Is the 
priority to minimise costs, simplify operations, maximise service levels or protect continuity 
under adverse conditions? The answer to that question will often determine the most 
appropriate sourcing strategy. 

And perhaps that is the central lesson from modern supply chain management. Neither single 
sourcing nor multi-sourcing is inherently superior. Each represents a different balance 
between efficiency, control, flexibility and risk. The challenge facing operational leaders is 
deciding whether they are optimising for success during normal conditions or preparing for 
survival during abnormal ones. In an increasingly uncertain world, that distinction may prove 
more important than ever before. 

Additional articles can be found at Procurement and Supply Chain Management Made Simple. 
This site looks at procurement and supply chain management issues to assist organisations 
and people in increasing the quality, efficiency, and effectiveness of their product and service 
supply to the customers' delight. ©️ Procurement and Supply Chain Management Made 
Simple. All rights reserved. 
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