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SPONSOR PERSPECTIVE

Forward-thinking business leaders understand that organizations must adapt for a rapidly
changing world. Staying ahead of the competition requires enterprise agility, greater
visibility, and digital connectivity that enable leadership to strategically manage spend.

It requires moving beyond manual sourcing processes and siloed supplier databases. It
requires a new paradigm for procurement.

Risk-related events like the global pandemic have not only highlighted why the procurement
function is a strategic business partner; they’ve also set the pace for enterprise-wide

digital acceleration. Enterprises that have reevaluated disjointed, risk-prone processes

have experienced competitive gains, thanks to real-time insights into sourcing projects and
performance.

Leading organizations are leveraging easy-to-use, cloud-native spend management
technology to connect procurement, stakeholders, finance, and suppliers to drive immediate
business impact, including:

- Expedited workflows: To increase efficiency, the procurement function is accelerating
its move away from manual processes and finding ways to quickly aggregate relevant
information. Cloud-based sourcing and supplier management tools—with their ability
to enhance collaboration, streamline processes, and provide anytime accessibility—are
clearly the way forward.

+ Agility to support business continuity: Sourcing and procurement teams are major
drivers of key financial results, especially in difficult times. Controlling areas such as
spending and supplier management with agility can improve cash flow, minimize risk, and
ensure business continuity.

+ Overall spend optimization: Cost containment is critical, but it doesn’t deliver a
competitive advantage. Enterprise leaders must ensure spend delivers actual benefits
and ROI to the organization. Manual processes may be sufficient to manage costs, but
automation is critical for true spend optimization.

+ Intelligent supplier insights: Procurement teams can help ensure business continuity,
reduce risk, and support cost savings through strengthening relationships with suppliers.
To do so, an organization and all stakeholders must share a common understanding of
their suppliers’ financials, demographics, and criticality to the business.

Digital Acceleration for Competitive Advantage

Enterprise leaders are turning to procurement to aid in guiding the business forward. With
an ever-increasing set of stakeholders and suppliers to manage internal and external
challenges, such as societal and environmental concerns, the procurement function must
be built for change.

Transform your enterprise into a highly adaptable, competitive business with Workday
Spend Management. Work the way you’ve always wanted to—with frictionless finance
operations that let you continuously plan, purchase, analyze, and simplify spend
management all in one system. Workday elevates the office of procurement to support top-
line growth while improving your bottom line.

To learn more, visit www.workday.com/strategic-sourcing


http://www.workday.com/strategic-sourcing

A New Paradigm for
Procurement

Leading Digital Acceleration
for Enterprise Spend

As enterprises increasingly depend on an expanding
and evolving supplier ecosystem, better optimization

of strategic planning and procurement is paramount.
Critical suppliers are deeply integrated with day-to-day
operations, and it is the successful management of these
suppliers that delivers a competitive advantage leading
to greater business impact. At the same time, digital
acceleration and the need for agility have expanded the
role of procurement and finance from cost-management
functions to broader champions of risk management,
strategic decision making, and business agility.

There is clearly an opportunity for procurement to provide innovative and
collaborative solutions that can strengthen the entire enterprise. Easy-to-
use, cloud-based spend and supplier management tools can empower the
enterprise to meet the challenges of more flexible operating models and
shifting supply chain priorities.

Historically, the use of digital technologies for non-customer-facing operating
activities, including sourcing and procurement, has lagged behind other business
activities, but in a September 2020 survey conducted by Harvard Business Review
Analytic Services, 60% of business leaders report that the pandemic has fast-
tracked plans to upgrade and automate sourcing and supplier management.

“Procurement should be a strategic function, looking after everything that’s
needed to run the business,” says Paul Zuckerman, chief operating officer at
InfraBuild Australia, the country’s largest producer of long steel products.
“Procurement needs to have strategic plans. It needs to be connected by
systems, and it needs to be looked at just as you would any other part of your
business, with measurable improvement year on year.”
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HIGHLIGHTS

By forging deeper relationships

with critical suppliers, procurement
teams are providing greater business
agility and dynamic resources for
innovation to the whole enterprise.

Procurement will continue to play
an even greater role in realizing
other strategic mandates, such as
risk management and enterprise
resilience.

Procurement teams that have
embraced new technologies will play
a more strategic role by improving
products and services and

turning supplier capabilities into a
competitive advantage.
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INDUSTRY SPOTLIGHT

BlueCross BlueShield of Tennessee: Creating Visibility across the Business

At BlueCross BlueShield of Tennessee (BCBST), David
Geyer, director of corporate procurement, has pushed

to create a more proactive relationship between his
team and the rest of the enterprise by automating
contract requests for new and existing relationships.
“Procurement has contract data, so we know what

the business had contracted in the past, and when
agreements are expiring,” he explains. “If we see the
business has an upcoming need or know a contract is up
for renewal, our goal is to change the traditional role of
procurement and give executives visibility and the ability
to act proactively,” he adds.

In addition to streamlining procurement for greater
business impact, the detailed visibility and collaborative
dialogue will enhance financial planning, as well. In
2021, Geyer’s office plans to leverage the cloud to show
executives and the office of finance all contracts that
expire in the coming three, six, nine, or 12 months and
to automate the task of asking them which ones they
want to renew, which they want to renegotiate, and
where BCBST should be seeking new suppliers. “This
automation will help us set a roadmap for the year
ahead,” says Geyer.

The ability to continuously plan and manage constantly
evolving relationships with suppliers, stakeholders, and
partners has always been challenging. Today’s rapidly
changing business priorities, budget constraints, compliance
requirements, and supplier risk make strategic sourcing,
planning, and accountability even more critical.

“There are major shifts taking place globally today
to which procurement must respond—value chains are
becoming more complex and volatile, with increased
risks and opportunities that accompany that complexity;
developments in digitization, automation, and analytics that
can unlock previously untapped potential; and acceleration
of technological advancements and innovations are now
more difficult than ever to keep pace with without external
partnerships,” according to a report by McKinsey & Co.!

By forging deeper relationships with critical suppliers,
procurement teams are providing greater business agility and
dynamic resources for innovation to the whole enterprise. The
pandemic has accelerated this shift across many industries,
and enterprises that were not already investing in the future
of procurement risk being left behind.

None of this would have been possible a few years ago,
explains Geyer. “We had all our contracts in a stand-
alone repository—locked in a box,” he says. Now BCBST
has greater visibility with a digital repository for contracts,
with all the contract and supplier data available to
anyone who has permission to view it. The digital
repository provides more timely, actionable information
for contract compliance to eliminate the contract leakage
that can happen if a supplier is no longer delivering as
promised. “We are repurposing supplier relationship
management, which is anything post-contract—reporting
the good and the bad, enforcing terms and standards,
and looking for opportunities. This is on a small scale
now until we can expand enterprise-wide,” says Geyer.

At the same time, Geyer’s team is now able to capture
financial data using supplier management tools and to
develop more timely reports for the strategic planning
team, the CFO, the treasurer, and business units at
BCBST. “We can now show them, from a planning
perspective, how a course of action will affect the
bottom line. We can capture that data at the front door
and give real-time visibility to our third-party spend,”
he explains.

This report examines how changes in the business
landscape; emerging trends in procurement, planning, and
strategic sourcing; and successful procurement and sourcing
teams are driving impact using new technologies.

Shifting Landscapes Drive the

New Model for Procurement

The future of procurement looks familiar in some ways and
strikingly different in others, says Elouise Epstein, partner at
Kearney, a global management consultancy. “Procurement
will always need to meet basic user needs for transactional
services, such as supplier selection, sourcing, and payment,”
she says. Going forward, procurement organizations that
embrace new technologies will be able to play a more strategic
role by improving products and services and turning supplier
capabilities into a competitive advantage.

The new normal has set in motion profound changes that
are becoming standard processes. “We are at a reckoning
with procurement in terms of the way we’ve done things,”
says Epstein. Procurement professionals spend hours
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“Digital technologies are on pace to automate most routine
procurement processes within three to five years,” says

Elouise Epstein, partner at Kearney.

piecing together fragmented information from countless
transactions—a task technology can perform in seconds.
“Digital technologies are on pace to automate most
routine procurement processes within three to five years,”
says Epstein.

Procurement organizations traditionally have been
measured primarily on cost management, says Shashi
Mandapaty, chief procurement officer for the corporate tier
at Johnson & Johnson. “Cost management still matters,
but progressive procurement organizations have evolved
to address nonfinancial aspects as well—priorities like
innovation, risk management, resilience, and corporate
citizenship.” To be successful, the procurement function
at Johnson & Johnson leverages best-in-class systems
while simultaneously focusing on enhancing the skills of
existing procurement teams, such as strengthening their
digital acumen. All of this is being done within the greater
context of meeting the company’s long-term strategic goals
of improving health outcomes for the people who use their
products and services.

“With all of the supplier management procurement has
been doing, procurement professionals have developed an
exquisite set of skills that have prepared them to expand to
broader third-party orchestration. They understand how to
manage their suppliers, what it takes to onboard, avoid risk,
build relationships, and innovate with partners,” says Epstein.
As technology executes more routine transactional work,
procurement professionals will be able to focus on higher-
value activities, like strengthening supplier partnerships
and aiding product development. “Procurement leaders
will coordinate end-to-end processes, with an eye on long-
term value,” she says. The Harvard Business Review Analytic
Services survey finds that enterprises are planning and
implementing widespread upgrades to the procurement
process that promise to improve visibility, collaboration,
and analysis capabilities. FIGURE 1 Forty-five percent of
respondents say they planned to accelerate the automation
of the procurement process over the next 12 months, and
43% say they plan on digitizing more supplier information
in that timeframe.

Joe Patchett, director of global procurement at the Carlsbad,
Calif.-based Gemological Institute of America (GIA), is already
experiencing the change. “Before, engagement was based
purely on interpersonal relationships with our executives, but

now procurement is empowering them by putting relevant,
up-to-date information at their fingertips so that they can
make better-informed decisions.”

With cloud-based procurement tools, Patchett and Michael
Wobby, senior manager, global procurement operations, are
able to provide spend analytics updated on a weekly basis—a
practice that has yielded some surprising maverick spending
discoveries for executives overseeing GIA’s business. “The
spend reports that the executive team used to get were out of

FIGURE 1

The Automation of Procurement Is Accelerating

Enhanced visibility, collaboration, and analysis capabilities
give a more complete picture

What initiatives will your company implement over the next 12 months when it
comes to its procurement and supplier management processes?

45%
Accelerate automation of procurement process

S
W

Digitize more supplier information

37
Expand data analysis capabilities of supplier base

Introduce technologies to improve collaboration with internal
procurement stakeholders

Initiate end-to-end visibility into supplier performance

W
I

Introduce technologies to improve collaboration with suppliers

W
I

Enable real-time visibility across sourcing and procurement operations

Create an enterprise-wide sourcing methodology

Source: Harvard Business Review Analytic Services Survey, September 2020
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As technology executes more routine
transactional work, procurement
professionals will be able to focus

on higher-value activities, like
strengthening supplier partnerships
and aiding product development.

date and clunky. We are now providing them with actionable
data that is future forecasted,” says Patchett.

New technologies such as machine learning, artificial
intelligence (AI), and blockchain will also change the
nature of financial planning, supply chain risk, and supplier
management going forward. “It’s not just the accounting
aspect of procurement that will leverage Al but the logic
behind, ‘How much should we procure? How much capacity
should we reserve?’” explains Burak Kazaz, professor of
supply chain management at Syracuse University. “This kind
of decision making in enterprise resource planning packages
is still very rough, but it’s going to be much more machine
learning-based—and much more dynamic.”

For InfraBuild’s Zuckerman, the future can’t come fast
enough. “I'want to be able to have that open, live, continuous
planning tool that will let me look at anything, to plan my
operations but also to alert me to any changes that are going
to happen, either from our company to the suppliers or
from the suppliers back into my operations,” he explains.
“As a profit-and-loss leader, I want a live view into what’s
happening after I place that order so that I can assess my
confidence in being able to deliver to our customer.” Beyond
that, he would like the ability to “integrate our customer-
driven production and demand plans and turn those back
into accurate, flexible planning in procurement at a very high
level” However, Zuckerman adds, “That visibility stream
gets broken in most businesses.”

Accelerating the Evolution

of Strategic Sourcing

Technology will allow procurement professionals to drive
massive efficiency in their operations. Some procurement
organizations are beginning to embrace agile concepts, where
a small number of employees oversee highly automated
processes, freeing staff to engage in sourcing and partnering

activities with the highest value to the business, according
to McKinsey & Co. As Epstein at Kearney explains, “These
efficiencies will allow procurement to help tackle the
innovation agenda, the corporate responsibility agenda,
and enable new ways of operating.”

At the same time, the growing complexity of business
models and shifting value chains is accelerating the need for
greater agility. “Today’s procurement function must navigate
new markets and new sources of supply,” according to the
same report by McKinsey. “It must balance the benefits
of global sourcing and standardization against the risks
associated with complex logistics and the need to tailor
products and supply chains to suit the requirements of local
markets. It must develop the agility to manage price volatility,
shortages, and supply interruptions. Increasingly, it must
cope with political uncertainty and global trade tensions.”2

Today’s normal has procurement working with the supply
base in new ways. At Johnson & Johnson, there is recognition
that even with strong in-house research and development
capabilities, suppliers are a huge source of innovation. “How
our procurement professionals are trained to tap into supplier-
led innovation and use it to serve our patients and customers
is a big priority,” says Mandapaty. This process will require
“the right infrastructure to work with suppliers, draw on their
innovations, and develop the right level of trust that we are
using our suppliers’ expertise in the right way.”

McKinsey finds that 88% of enterprises surveyed have
either started or plan to start a joint innovation program
with suppliers to help unlock new opportunities—from
process innovation to advising on vertical integration.
FIGURE 2 “Companies looking to be at the leading edge of

FIGURE 2

Unlocking New Opportunities with Procurement

Existing or planned joint innovation programs between
respondents and their suppliers

31%
Process innovation

27

Product and service innovation

23
Business-model innovation

Vertical integration (mergers and acquisitions, equity stake)

Source: McKinsey & Co., 2020
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technology and innovation are actively searching and
scanning for suitable startups. Procurement can play a
leading role in both identifying these types of startups and
in creating the right contractual agreement to allow for
flexibility in collaboration and co-development,” the report
finds.? For example, if a university or a startup is exploring
a new chemical compound that could change a product

INDUSTRY SPOTLIGHT

Johnson & Johnson: The Journey to a
More Strategic Procurement Model

Shashi Mandapaty, chief procurement officer for
the corporate tier at Johnson & Johnson, has his
sights set on the future. His job is to establish a
procurement plan to help the enterprise realize
its strategic vision for the next decade. His team’s
priorities center on the digital strategies and the
people that will be needed to make the Johnson &
Johnson portfolio of projects a reality.

Mandapaty points out that Johnson & Johnson
already manages the world’s largest cloud-
based procurement operation and works with the
best-in-class providers to support the business
through sourcing and contracting as well as
supplier, category, and invoice management.
“The main discussion going forward will be data.
Procurement is a data-rich function. We generate
a lot of data, and we should consume a lot of
data in our decision making. So, how do we make
sure that we establish an architecture where we
have a common data layer that can consume and
integrate data from all these various systems?”
he asks. Establishing that data layer is crucial

to allow the company to orchestrate a plug-and-
play architecture that can take advantage of new
best-in-breed cloud-based technologies as they
are developed without losing the coherence of a
common data environment.

“Now we’re able to use data to create more
powerful automation and gain insight into
opportunities in ways that we haven’t been able
to before,” he says. “Procurement is already
working with our business partners at a much
more strategic level because of this automation,”
he says. “As we look out five years from now, we
see a procurement function that will increase our
focus on creating total value for the company in
partnership with the business.”

or how it is produced, procurement can play a major role
in facilitating engagement and negotiating a contract that
ensures a competitive edge and benefits everyone.

The move to personalization in some industries is also
impacting the need for more agility in procurement.
Nowhere is this more striking than in pharmaceuticals.
“Some treatments have a batch size equal to one patient,
and that has a significant impact on the value chain,” says
Mandapaty. “It has a significant impact on how we sell, it
has a significant impact on how we discover medicines,
it has a significant impact on how we manage data, and it
has a significant impact on our supply chain.” The growing
complexity of how products and services are created and
marketed requires tremendous flexibility up and down the
supply chain—even for something as simple as creating
more-targeted packaging for different markets or meeting
labeling requirements in different jurisdictions.

Procurement will continue to play an even greater role in
realizing other strategic mandates, such as risk management
and enterprise resilience. For GIA, which works closely with
the diamond trade, “risk management has always been
at the forefront because we have to make sure that GIA
only engages with ethical suppliers or other third parties,”
explains Wobby. “The pandemic has further highlighted that
commercial risk is a big factor, as well”

Going forward, procurement is in a position to take the
lead on what Mandapaty calls “corporate citizenship”—
particularly sustainability, transparency, and diversity. “A
big stake for all good procurement organizations at this
point is what can we do in terms of sustainability—economic
sustainability, environmental sustainability, and social
sustainability.” Johnson & Johnson’s sustainability toolkit
for suppliers explains how environmental, social, economic,
and ethical considerations are taken into account when
making a purchasing decision—including parameters for
workforce wellness and human rights.

One case in point is the move to eliminate the use of
prison and child labor. “Procurement professionals have an
important role to play in sourcing in a manner that enables
and rewards suppliers for good employment practices, rather
than purchasing in a manner which drives the use of modern-
day slavery practices,” according to the Chartered Institute
of Procurement & Supply, a London-based industry group.*
The Modern Slavery Act of 2015 codifies that responsibility
by requiring organizations with revenues above £36 million
that supply goods and services in the United Kingdom to
publish an annual statement explaining what they are doing
to eliminate slavery from their supply chains. Australia—as
well as other jurisdictions and many global companies—has
initiated similar commitments, pointing to a global shift
against human trafficking and toward greater supply-chain
transparency.
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“Greater transparency—and greater expectation to be transparent—
means unethical behavior in even a tier-2 or -3 supplier has

reputational impacts on the purchasing organization,” according

to McKinsey & Co.°

Increasing corporate attention to socially responsible
practices adds another challenge to managing procurement.
“Greater transparency—and greater expectation to be
transparent—means unethical behavior in even a tier-2
or -3 supplier has reputational impacts on the purchasing
organization,” according to McKinsey.> The firm reports a
rise in companies across all regions adopting sustainability-
related technologies, such as blockchain, to trace minerals
used in mobile devices. “Reports of labor abuses in cobalt
mines have led producers and customers to deploy blockchain
technologies: each bag of cobalt is sealed with a digital
tag that ensures full traceability to compliance-accredited
mining locations, creating a new source of competitive
differentiation,” the report found.

Socially responsible practices extend to greater diversity
in business partnerships, as well. For BlueCross BlueShield
Tennessee, the directive to diversify the supply base comes
from the very top: the C-suite and the board. “Every vice
president and above in our company has measurable goals
tied directly to supplier diversity,” says David Geyer, director
of corporate procurement. Meeting those goals means
going beyond the company’s traditional vendors. “In one
case, we were able to switch from a large corporation to a
minority supplier based in Tennessee—an important way
we can better align interests with the community we are
serving,” says Geyer.

When it comes to challenging the status quo, objections are
common. “Companies will say that they need to direct some
percentage of spend to diverse suppliers, and the executive
reaction is that it is more expensive or the capabilities aren’t
there,” says Epstein. “But when procurement has a digital
tool that can automatically do the allocation to those diverse
suppliers without jeopardizing cost, quality, or capability,
then it’s a nonissue. The main roadblock now is the lack of
that digitally enabled process.”

Enhancing Visibility in Procurement

A clear digital strategy can harmonize the procurement
function with finance and planning and help cultivate and
maintain third-party partnerships for a thriving business
ecosystem. The reality, though, is that many aspects of the
procurement process and supplier management are mired

in outdated technologies and manual processes, impeding
enterprise agility and the ability to continuously plan across
procurement, finance, and the rest of the business.

The Harvard Business Review Analytic Services survey
conducted in September 2020 finds that the overwhelming
majority (92%) of global executives see the digital maturity
of their current supplier management processes as less
than best in class. One in eight (13%) are limited to email
and spreadsheets, and the rest fall somewhere in between.
Eighteen percent of respondents still do not have any digitally
integrated processes for the procurement function.

That reliance on manual processes is costing real money.
The contribution that procurement is able to make to financial
planning at most firms is “terrible,” says Epstein. “It’s done
in spreadsheets by people that have been doing it terribly for
30 years.” This reliance on spreadsheets leads to a cascade of
costly consequences. “It’s hard to do any rational planning on
your delivery, because you have no idea when the materials
are coming,” she explains. “There are now sophisticated
planning tools that can improve forecasts, which takes the
slack out of the supply chain because they can give really
good, very early forecast visibility throughout the end-to-
end supply chain.”

For Zuckerman, that visibility is crucial for operations. “If
I have a 12-week lead time on something, I need to know my
demand plan and back that all the way into my supplier to
make sure that the business is covered. If something changes
and a supplier pushes out the delivery of a certain item,
what does that mean to the promise I make to my customer
or stakeholder 12 weeks from now?” he asks. “The only way
to do that now is get on the phone or send an email and ask
someone. I’'ve got to create that channel myself when an
integrated online tool could do it so much better,” he says. “If
we can exchange information that’s live, we can see the state
of play for scores of key materials that we want to know and
track. We can know where they are and how much is there,
what orders are out there already, and how much stock we
have in the whole channel.”

Without that visibility, every transaction looks like it’s
“stuck in procurement,” says Geyer. “Before we actually had
some automation and some technology around it, nobody
knew where things were in the process. You had to go through
manual email chains and different folders and try to see
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A lack of visibility between
procurement systems, finance,

and the rest of the business is
holding back the contribution that
procurement could be making to top-
line growth and bottom-line savings
and impeding the creation of a more
user-friendly purchasing experience.

FIGURE 3

Fragmentation Obscures Visibility

An integrated system would boost procurement’s
contribution to the business

For your company, what are the greatest challenges to achieving optimal
visibility into supplier performance?

36%

Information on suppliers siloed between business functions and/or lines
of business

Procurement system not integrated with suppliers’ systems

Lack of centralized management system for procurement

Information fragmented because of reliance on legacy technologies

Inconsistent monitoring of suppliers

Lack of data analysis capabilities

Restricted access to supplier information and analytics

Supplier visibility not prioritized by company/department leadership

Lack of knowledge about our suppliers

Source: Harvard Business Review Analytic Services Survey, September 2020

where things were. Now we have everything in one spot, we
invite everybody who needs to be involved, and everything is
visible,” he says. That visibility is important from a financial
control and planning perspective for the whole business.
“We have all this information, but we are not the ones who
can make the best use of it,” he says. “The way I see it, we
are the gatekeeper of all this knowledge, but this is not really
our data; it belongs to the business owners.”

Visibility is impaired, however, when information is siloed,
according to the Harvard Business Review Analytic Services
survey. FIGURE 3 More than a third (36%) of executives report
that information is siloed between business functions, and
35% note alack of centralized management for procurement.
A lack of visibility between procurement systems, finance,
and the rest of the business is holding back the contribution
that procurement could be making to top-line growth and
bottom-line savings and impeding the creation of a more
user-friendly purchasing experience.

“Despite a lot of brave talk, most procurement organizations
have highly manual processes. Most of procurement’s time
is spent on tactical activities, not on strategic endeavors. Far
too little is invested in supplier collaboration and supplier
innovation. The underlying tools and systems are archaic,”
says Caperton Flood, partner and global lead of Bain & Co.’s
procurement practice. Where organizations do invest, there
tends to be a scattershot approach to digital and advanced
analytics capabilities without an underlying informatics
strategy or program behind it—“a thousand points of light,”
he says. “The problem is those efforts get dispersed. The
new processes and systems don’t tie to one another, many
of them end up running over budget, and at the end of the
day, you’ve got some interesting stuff, but you don’t have
a scalable capability.” Only 21% of enterprises have strong
data analysis capabilities for supplier information, according
to the Harvard Business Review Analytic Services survey.

Underinvestment is one reason for the lack of a scalable
data analysis capability; it is harder to justify spending money
for a function that has traditionally been seen as a cost
center, not a revenue generator. So, while many companies
have embraced cutting-edge automation and advanced
analytics in production, customer relationship management,
and other areas of the business, procurement is often left
behind—a problem felt most acutely when the pandemic
disrupted supply chains and left many procurement teams
scrambling to keep up with manual processes. Contracting
is a case in point. “Typical source-to-contract processes are
plagued by repetitive manual activities and inconsistency
across the organization, resulting in long cycle times, lack of
transparency, and suboptimal outcomes—thus exacerbating
friction between procurement and the business,” according
to McKinsey. “By contrast, a well-managed source-to-
contract process doesn’t just create value by identifying
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Only 21% of enterprises have strong data analysis capabilities
for supplier information, according to a September 2020
Harvard Business Review Analytic Services survey.

and selecting the best source of supply. It also deepens
supplier relationships.”¢

Many procurement professionals, however, feel they
have been burned by purchasing expensive, overly complex
technologies that are hard to implement and do not work well
for the many different aspects of the procurement process—
from planning to execution to supplier management.

At GIA, Wobby and Patchett spent two years trying to
automate the onboarding of suppliers using a system that
was not designed for the task. The problem: The project was
initiated for a related but different purpose. “We learned a
lot about how we could make improvements on a supplier-
focused project,” says Wobby. The team turned instead to a
best-in-class onboarding system and within months was able
torollit out globally. “It was much easier to manage because
the application was less complicated, and we were able to
configure it ourselves without having to rely on a third party.
When we made fixes, we didn’t change it to resolve a single
supplier issue—we implemented solutions to mitigate related
issues going forward,” he adds.

Namejs Kins, supply system manager at Roy Hill, an iron-
ore mining operation in Western Australia, has faced similar
challenges choosing between a platform that promises to do
everything and tools that can do well what is required. “We
only utilize IT tools with real and productive functionality
that are 100% configurable by us—not by the vendor or a
third party—and that can be deployed rapidly. We wouldn’t
want a system that is too complicated, too arduous, or too
inflexible and slows us down,” he says.

“In my experience, the assumed return on investment
for some of these monolithic systems is around six to eight
years, but in reality, the productivity payback is normally
much longer or never,” Kins adds. Going forward, Roy Hill
expects a commercial or productivity return in one or two
years maximum. Now the firm has been testing IT tools
that can be configured and deployed quickly. “The past was
complicated, but the desired future is going to be a simple,
consumer-grade experience,” says Kins.

Best Practices for a More Strategic
Procurement Model

Continuous financial and business planning require
greater integration with procurement and the supply base.
Procurement professionals can take the lead by providing

any-time visibility to business leaders, forging deeper
relationships with third-party partners, and automating and
democratizing the procurement process for internal partners.

For Mandapaty, every change should begin with a
consideration: How would a digitally native organization
think about this work? There are a number of steps that any
company can take to shape a more strategic procurement
and planning model.

Establish a single source of truth. “We want to make
decisions based on data and analysis with the knowledge
and expertise that we have and bring all that together to
make good decisions for our customers, for our employees,
and for the business,” says Zuckerman. “To do that, we need
to operate off of one source of truth. Within a company,
within an integrated chain, we want to have everybody on
a common platform, or at least a common language and a
common way to look at things.”

Create a dynamic information flow with finance and
planning, with internal customers, and with suppliers.
“The main challenge—and opportunity—from a planning
perspective is to create a continuous flow of information
right up and down the chain,” says Zuckerman. A live view
of order status, for example, helps executives plan their
own deliverables with more confidence. The ultimate goal:
more flexible, accurate planning for procurement and for
the enterprise.

Automate manual processes. Advanced procurement
organizations can make use of automation technologies
to eliminate unnecessary manual work from transactional
processes. “Digital approaches can also enhance user
experiences by making access to procurement services easier
and more intuitive,” according to McKinsey. A smart workflow
solution can dynamically route work between procurement
and financial systems, govern the assignment, onboarding,
risk-assessment, and supplier-certification tasks, and may
eventually cover supplier performance management, as well.’

Improve collaboration with critical suppliers. The
imperatives of emerging business opportunities, as well as
better risk management, growing regulation, and an evolving
awareness of corporate responsibility, are shaping relations
with the supply network. “We’re working with new supply
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INDUSTRY SPOTLIGHT

Roy Hill: An Iron-Ore Miner Ready
to Deploy Tools That Simplify

Cutting-edge technologies have transformed many
aspects of mining operations at Roy Hill—especially
the dirtiest and most dangerous drilling and digging.
Not long ago, workers worked in scorching heat with
heavy equipment at the coalface in a remote area

of Western Australia. Now one operator can control
five drills from a control room 5,000 kilometers
away using a geographic information system and
video feeds to monitor autonomous drills.

Roy Hill’'s contractor engagement, however,
remained a largely manual process until recently,
putting the firm at a disadvantage when the
pandemic sent office professionals home last

year. “Our communications with contractors were
primarily by email. But when we’re trying to deal
with over 1,000 vendors and the movements of
thousands of people in between our operations, we
figured out that was not going to work,” says Namejs
Kins, supply system manager. For Roy Hill—and
many other enterprises—the pandemic accelerated
plans to implement cloud-capable systems.

The company, which was deemed an essential
service by the Australian government, was able

to accelerate its plans to deploy two cloud-based
systems simultaneously over a single weekend,
including a communication portal for contractors.
“The new portals were deployed within 72 hours—
spun up, configured, and over 100 users trained
remotely. We started on a Friday night, and we had
to go live at 6 a.m. Monday morning at the start of
shift,” he says.

“The new systems allowed us to overcome our
challenges really quickly and without extensive
training or the need for third-party resources,”
says Kins. “People were putting in long hours
due to the amount of manual and nonintegrated
administration. Now they are able to get

some time back.”
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bases. We’re working with new legal agreements. We’re
working in new ways. This is an exercise in understanding
and creating new ways of operating with third parties,”
says Epstein.

Move toward an automated, consumer-like model. Most
procurement and sourcing organizations are a reactive
function, points out Geyer. They wait until somebody initiates
a request rather than take a more proactive approach. The
future of procurement will function more like a marketplace,
with applications that internal stakeholders can access
directly, enhancing and automating early engagement with
the procurement organization that will create more value
for everyone.

Enrich planning capabilities. By using cloud-based
platforms that share a single source of truth and a common
methodology, the procurement function can provide timely,
forward-looking analysis, says Patchett. Putting information
and intelligence—whether it’s spend analytics, a contract
renewal, or a compliance issue—into the hands of internal
stakeholders and partners means they can make better-
informed decisions, explore what-if scenarios, and support
a continuous, agile planning model. “We are empowering
them,” he says.

Conclusion

The procurement profession stands at a crossroads of
technological change. Procurement teams that have embraced
new technologies will play a more strategic role by improving
products and services and turning supplier capabilities into
a competitive advantage.

Leaders in the field will become a major force to help
shape and realize shifting business models and find new
opportunities up and down the value chain. Procurement
will become the means to realize many nonfinancial goals,
as well—from environmental stewardship to enterprise
resilience. As procurement teams leverage technology for
transactional work, leaders have the opportunity to contribute
to innovation and create business impact by forming new
supplier partnerships, reengineering products, and using
their skills for a new model of third-party orchestration,
says Epstein. As she states, “Procurement, done well, creates
value—both bottom-line improvements and enhanced top-
line growth.” Procurement teams that have embraced new
technologies will play a more strategic role by improving
products and services and turning supplier capabilities into
a competitive advantage.
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Procurement teams that
have embraced new
technologies will play a
more strategic role by
improving products and
services and turning
supplier capabilities into
a competitive advantage.
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