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Counterfeit Tips: 

Stage 2 - Market and Commodity and options (including make or buy assessment)

Market and Commodity 

Once the ‘need’ is clear and defined, the following questions should be asked; 

· Where do the goods/ materials come from 

· What is the risk of buying from each source 

· What impact will my demand have on this market, to the overall shape of it

· Will it distort it? 

· What’s the impact of the distortion? 

· What’s the knock on effect? 

· Is this short term, or a residual impact that will hit longer term? 

· What impact will quality testing through the supply or at goods in have on the overall lead time and what implications are there for any quarantining?  

· Could the standards we require or the overall volume requirements drive counterfeit activity to another area? 

By evaluating the market and also being realistic about your own organisations knowledge, capability and relationship with the marketplace, you will be able to see how much time and effort you will need to put into the sourcing and management of suppliers. 

· How great is my demand in comparison to the overall market for supply? 

· Are there established suppliers or are there potential new entrants? 

· How skilled are the suppliers? 
· How skilled are we at preventing/ managing/ dealing with counterfeit? 

· Are other people or industry activities increasing the risk of counterfeit or are other stakeholder organisations experiencing it? 

· How mature are we with quality compliance and traceability in our organization and through our supply chain? 
New suppliers

Low demand                                         High demand 

 Known suppliers


For 

new suppliers and high demand, these will require high visibility, careful mitigation planning and ongoing management to ensure risk of Counterfeit is affectively managed. 

Traceability 

Create a full supply chain map. This should include as far down the supply chain as possible. 

This should be an ‘as is’ position map, and also a ‘potential supply chain’ map, and these may vary for ‘make’ or ‘buy’ supply options.

See Supply Management articles on supply chain mapping here 
Make or Buy 

Part of the procurement process is to consider whether to outsource, offshore or insource goods or services to achieve the best value and expertise.

Outsourcing may be considered following a skills analysis for example a company may not have the necessary skills or technical expertise for a particular function or a project or the time to carry it out. This could be the production of a product, design of a website or a function such as accounts or for procurement a specific category of spend and by outsourcing this to experts may deliver more value quickly or a better output and reduce recruitment and operational costs of employing experts on a full time or part time basis as they can be employed on a contractor and on an ad-hoc basis for project-based work. Outsourcing certain tasks allows you to scale up or down relative to demand without the permanent overheads.

Offshoring is moving a business process and operating it out of a foreign location for example the manufacturing process where labour is cheaper or expertise higher. There are occasions where you can outsource an activity but you are sold an offshore solution where the work is done in a foreign country such as India, Eastern Europe, China, Vietnam, or Korea who have the infrastructure, technology and lower costs.

Insourcing establishes shared service centres within the organisation and groups together a function such as finance from different locations into one group which offers cost savings, standardised processes, streamlining of projects and reporting and efficiency benefits with resources being relocated to one location.

In every case, brand and reputational risk must be considered and also the entire circular economy potential impact of Counterfeit existing or starting to exist. . 
For direct sourcing; 

· Risk of counterfeit is potentially higher and you need to understand how the risk is mitigated 

· Checks are needed in advance and then throughout the contract term. 

When buying as a service;  

· Risk of counterfeit is potentially still high, but the service provider should normally manage the risk

· Checks are still needed in advance and throughout, and clarity of how the supplier will manage counterfeit is required 

The route of supply needs to be from traceable routes with relevant guarantees. 

Authorised routes:  (e.g. cars from approved dealerships) 

· Define this and what it means 

· Authorised distribution 

· Safest route if back up checks are carried out 

· Service agreements

· Insurances 

· Warranties and guarantees 

Non- authorised route (e.g. car private sale) 

· Direct sourcing 

· These are normally a higher risk 

It is sensible to review a number of sources of information and also to consider widely the potential impact of counterfeit or wider non conformance as good practice. 
This exercise could lead to finding information that influences the original ideas and identification of need, and can also have a financial and sustainability impact on the intended purchases or acquisitions. The outcome of this stage should help to inform the business case. 
Additionally, such considerations as 

· What Reputational impact of counterfeit 

· What Repercussion of your obsolescence/ asset management/ long term asset planning/ decommissioning activities have on our organsiation being able to continue or impact on other organsiations should we or our activities cease to exist

· What about our equipment lifecycles; could our parts be obsolescent or counterfeited? 

· What would we do if we were victims of counterfeit? 

In summary,

· Plan
· Know your options 
· Know your legal considerations and implications
· Know how to report to authorities and industry 
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