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Executive Summary  

For more than two decades many retailers in Europe and North America built sourcing organisations 
centred around regional offices in Hong Kong or mainland China. These structures were developed 
during a period when the majority of global manufacturing capacity for consumer goods was 
concentrated in China. 

The global supply chain landscape has changed significantly. Retail leaders now face growing 
pressure to adapt sourcing infrastructure in response to geopolitical supply chain fragmentation, 
increased ESG and regulatory requirements, greater expectations around supplier transparency, and 
the need to diversify manufacturing beyond a single region. 

At the same time, margins across retail markets remain under pressure, placing greater emphasis on 
supply chain efficiency and innovation. 

Many sourcing structures established in the early 2000s were not designed for this environment. As a 
result, retailers are increasingly reconsidering how sourcing capability should be organised. 

This paper outlines a governance-led framework for modernising sourcing infrastructure while 
maintaining operational continuity, protecting supplier relationships, and preserving the expertise of 
existing sourcing teams. 
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The Evolution of Retail Sourcing Models  

Historically, many retailers developed sourcing organisations built around regional sourcing offices. 
These offices provided proximity to manufacturing and allowed retailers to manage supplier 
relationships, product development, and quality control directly within the production region.    
    

 

For many companies, this model worked well when manufacturing capacity was largely concentrated 
in China. 

Today, however, manufacturing relevant to retail product categories is spread across multiple regions 
including China, Vietnam, India, Turkey, Cambodia, Eastern Europe and Mexico. 

As supply chains become more geographically distributed, sourcing organisations designed around a 
single-region manufacturing base can struggle to support modern supply chain strategies. Retailers 
increasingly require sourcing structures that can operate across multiple manufacturing regions while 
maintaining strong governance oversight. 

 

Governance Questions Boards Commonly Raise  

When retailers consider modifying sourcing infrastructure, boards typically assess the proposal 
through four governance lenses: accountability, workforce continuity, supplier stability, and 
geopolitical risk. For publicly listed retailers, directors remain responsible for product safety, ethical 
sourcing, and regulatory compliance even when operational sourcing activities are delegated. 

Any sourcing transition must therefore demonstrate that governance authority remains clear and that 
operational changes do not weaken oversight. 

Governance and Accountability 

Boards must ensure that the retailer retains control over key supplier decisions. While operational 
sourcing may be executed by a partner or sourcing platform, responsibility for compliance and risk 
management remains with the retailer. 
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Typical board questions include: 

 

Clear separation between operational execution and governance authority is therefore critical. 

Workforce Continuity 

Sourcing teams often hold valuable institutional knowledge, including long-standing supplier 
relationships and category expertise. Boards therefore look for transition models that preserve these 
capabilities while modernising sourcing infrastructure. 

Successful transitions typically allow experienced sourcing professionals to continue supporting the 
retailer’s supply chain within a new operating structure. 

Supplier Stability 

Retail supply chains rely heavily on stable factory relationships. Many suppliers have invested in 
tooling, compliance systems and product development capability aligned with the retailer’s 
requirements. 

Boards therefore expect sourcing transitions to maintain continuity with existing suppliers and avoid 
disruption to production schedules or delivery commitments. 

Geopolitical Risk 

Retailers increasingly face pressure to reduce dependence on a single manufacturing region. 
Geopolitical tensions, trade policies, and supply disruptions have made supply chain diversification a 
strategic priority. 

Boards therefore evaluate whether sourcing structures support multi-country manufacturing 
strategies that reduce concentration risk. 
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Increasing Governance Demands Require Specialist Supply 
Chain Capability 

Governance expectations across retail supply chains have increased significantly in recent years. 
Regulators, investors, and consumers now expect retailers to demonstrate far greater transparency 
across their supplier networks and upstream raw material sources. 

New regulatory frameworks have expanded the scope of supply chain oversight. These include 
legislation related to: 

• timber and raw material traceability 
• carbon reporting and carbon trading frameworks 
• modern slavery legislation 
• environmental due diligence requirements 
• packaging and extended producer responsibility regulations 

Many of these frameworks require traceability beyond the factory level, extending upstream to raw 
material processors, sub-suppliers, and logistics networks. 

As a result, sourcing organisations increasingly require specialised expertise in areas such as: 

• carbon accounting and environmental reporting 
• supply chain traceability systems 
• ESG compliance monitoring 
• regulatory documentation  

Much of this work must be performed close to the source of production, where verification of 
factory practices, raw material origins, and environmental compliance can be conducted directly. 

For retailers operating small regional sourcing offices, building and maintaining these specialist 
capabilities can be difficult. Recruiting experts across multiple manufacturing regions often requires 
organisational scale that individual sourcing offices struggle to support. 

Global sourcing platforms, by contrast, typically operate across multiple manufacturing regions and 
supplier networks. This scale allows them to maintain dedicated teams specialising in governance, 
traceability systems, environmental compliance, and regulatory reporting. 

For retailers, the strategic question is therefore not only how sourcing operations are managed, but 
whether the sourcing structure provides sufficient governance capability to meet increasing 
regulatory expectations. 

In many cases, combining retailer governance oversight with operational support from a global 
sourcing platform enables access to specialist expertise that would be difficult to sustain within a 
standalone sourcing office. 
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Three Operating Models for Retail Sourcing Infrastructure  
        

 
         

When Should Retailers Rethink Their Sourcing 
Infrastructure?  

Across the retail industry, sourcing transitions are typically triggered by structural events rather than 
incremental change. Common triggers include corporate restructuring such as mergers or spin-offs, 
supply chain concentration risk, ESG and regulatory requirements, increasing demand for supplier 
transparency, and the need for faster product innovation cycles.  

 

Evidence From a Publicly Listed Retailer  

The governance framework described in this paper has been implemented by a publicly retailer in the 
United Kingdom following a corporate demerger. The separation required the retailer to establish an 
independent sourcing capability while maintaining continuity across an established supplier network 
and product range. 

The initial objective was not to redesign the sourcing system immediately, but to replicate the existing 
sourcing capability in order to ensure operational stability. Once continuity was secured, the sourcing 
structure was gradually modernised to improve transparency, governance oversight and supplier 
diversification. 

Operational Outcomes 

Following the transition, several improvements were observed across the sourcing operation. 

Service levels improved, previously unaddressed ESG issues within the supply chain were identified 
and remediation programmes were implemented. At the same time, reliance on trading intermediaries 
was reduced significantly, with sourcing through traders declining by approximately fifty per cent 
during the first year. 

Increasing direct relationships with factories improved transparency across the supplier network while 
strengthening cost visibility and supplier accountability. 
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Conclusion  

Retail sourcing infrastructure is evolving in response to changing global supply chains. Transitions 
from regional sourcing offices to global sourcing platforms can be implemented while maintaining 
governance oversight, workforce continuity and supplier stability. When structured effectively, 
sourcing transformation can improve supply chain transparency, supplier diversification, ESG 
compliance and cost control.  

 


