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Procurement GPS:
Strategies to Navigate the
Technology Landscape

Lack of automation across core process areas leaves procurement organizations
susceptible to the failures of the past and constrains each group’s ability to gain
and maintain credibility and optimize operations and performance. Technology
alone will not win the day, but it is frequently the difference-maker that gets
procurement performance to the next level. While innovation in the market
continues to make the technologies more accessible, affordable, and easier to
deploy, the procurement solutions market remains competitive and nuanced.
Before a procurement team begins its automation/transformation journey, it
should be armed with the latest research and insights on the technology market.
It should also know where it wants to go and have a map to get there. This report
will provide readers with the guidance they need to navigate the solution
landscape and make the best technology choices for their teams.
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The Importance of Technology

Chief Procurement Officers (“CPOs”) and procurement
teams across the globe are riding a wave of innovation
that has transformed business processes and
operations and has forever changed the face of the

modern procurement department. Innovation has lifted
many procurement teams out of the past, where
manual, paper-based processes were the norm, and has delivered them to the future of
procurement, where automated processes and digital technologies have all but reinvented
the profession. The digital era, where tactical, transactional business processes can now be
automated, repeatable, and scalable, enables the modern procurement organization to
tackle strategic planning, relationship building, and collaboration, and to become agile vis-a-
vis constant and sudden global change. It enables them to collect reams of business data,
convert it to intelligence, gain visibility into operations, performance, and risk, and enhance
their performance. In short, cutting-edge procurement technologies are guiding CPOs and
procurement teams on their own paths to reach their full potential and deliver maximum
value to the enterprise.

For these reasons, 53% of CPOs and procurement leaders recently surveyed by Ardent
Partners regard new or improved technologies as top drivers for future success. Automated,
digital procurement technologies enable staff-constrained procurement teams to do more
with the same or fewer hands, thereby increasing their speed, efficiency, and productivity
and enabling them to deliver more value to the enterprise. Cloud-based technologies that are
offered “as-a-Service” provide teams of all sizes with robust capabilities but without the
associated overhead costs of on-premise technology infrastructures and IT departments. And
mobile-first or mobile-enabled procurement applications enable CPOs and their teams to be
agile, and to operate virtually anywhere at any time and respond to emerging or routine
events as needed, improving response rates and turnaround times.

But, despite the potential that modern procurement technologies hold for the average
procurement team, there are several things to consider before diving headfirst into the digital
wave. For starters, 90% of CPOs and procurement leaders believe that their teams can and
should be performing better. For a full decade, CPOs have consistently decried the talent
challenge (staffs are both too small and lack important capabilities) as the primary reason for
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this underperformance, but that is starting to change. In 2016, “people” remain an issue, but
it has quietly been displaced by an issue involving technology. As Figure 1 illustrates, more
than a third of all procurement departments struggle to align their processes with systems
(38%) while a similar number point to gaps in technology (35%) as a major hurdle to success.
What this means is that solution adoption, by itself, cannot and will not be the “silver bullet”
for a procurement team that lacks process alignment, training, or the technical expertise that
go hand-in-hand with such an investment. Selecting the right solutions and having the right
long-term strategy to leverage full business value from them is critical to success.

Figure 1: The CPO’s Top Hurdles to Success

38% 37%
35% 35%

Challenges aligning Staff/Talent Budget constraints Lack of technology
processes and constraints infrastructure (i.e.
systems gaps)
© Ardent Partners - 2016

Procurement Tech Adoption: The Best-in-Class Advantage

Although there are numerous challenges to adopting, implementing, and fully leveraging
modern procurement technology solutions, like automated spend analysis and eSourcing,
today’s market leaders have been able to use their technology investments to enable high
performance, and they are reaping handsome financial and operational rewards. Ardent
Partners defines these Best-in-Class procurement organizations as the top 20% of market
performers. These leaders have placed, on average, 90% of spend under the management of
the procurement organization and competitively source more than 60% of their addressable
spend each year. A quick look at Best-in-Class procurement technology adoption reveals that,
for the most part, they are leaps and bounds beyond their less mature competitors, with
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comparative adoption rates exceeding those of their peers by an average of 40% across the
source-to-settle solution spectrum of applications shown in Figure 2.

Best-in-Class adoption of procurement solutions runs in parallel with superior financial and
operational performance. For example, these teams manage significantly more of their spend
than all other procurement teams (90.0% vs. 53.1%), due, at least in part, to their ability to
gain visibility into their spend, sourcing, and contract compliance and make adjustments as
needed. And, their ability to source more of their spend helps Best-in-Class procurement
teams report an average of 14% greater realized savings than all other procurement teams.
They also report contract compliance rates that are between 24% and 30% higher than all
other procurement teams, and PO-based spend that is nearly 35% higher than all other
teams.

Figure 2: The Best-in-Class Technology Advantage

M Best-in-Class All Others

Automated Spend Analysis — 48%

33%
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eSourcing 46% 0

Automated Contract Management | 55
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Strategies to Navigate the Landscape

A critical part of any procurement automation initiative is finding the solution or solutions
that meet the organization’s requirements. Before getting to the ‘solution selection’ stage
however, an organization should go through the steps necessary to determine its specific
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requirements and craft the right plan to help keep the project focused on the largest near-
term opportunities while also building towards a long-term vision of an automated future
state.

Clearly Define the Project Scope

A procurement automation project may start with a focus in one area within either sourcing
or operational procurement or it may pursue a “big bang” strategy. No matter the initial
project approach or budget, one unifying characteristic of Best-in-Class procurement
organizations is the holistic, long-term view of process automation that they take from the
start. Competing short-term initiatives from distinct organizations within the enterprise can
result in parallel projects that have no contemplation of the others; while a fragmented
technology landscape can often trap organizations that focus solely on short-term
requirements from ever realizing the far-greater, long-term value that a cohesive and
comprehensive approach and program can deliver. There are numerous other obstacles and
risks to achieving procurement excellence; but, with proper planning, most can be avoided
or, at minimum, anticipated and minimized.

Where and when a technology project begins are ultimately less important to realizing long-
term success than the development of the strategic plan that is designed to support it. For
enterprises that are just beginning a process automation project, it is important to
understand that the approach does not have to be “all or nothing.” In fact, many
organizations take a phased approach and then look to extend their project footprint and
increase the value of their initial investment. For those that have already begun, it is not too
late to revisit or develop and/or modify the original plan.

Wherever an organization lies in its quest for procurement automation, taking a holistic view
and having the right project plan to adopt is imperative to a successful outcome. Even if
current budgets and general orientation focus in on one area of the large source-to-settle
process, Best-in-Class performers understand that automating the entire process is desired.
The most direct and effective path to procurement excellence begins with a plan that looks
holistically across the entire process and incorporates and prioritizes the requirements of all
stakeholders.
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Understand the Deployment Options: “To Cloud or Not to Cloud”

Before reviewing the different solution categories, it is important to understand the different
solution delivery methods as this is often a key factor in the decision-making process and one
that is easily confused. There are two major methods of delivering solutions: cloud-based or
installed on-premise.

Software delivered in the cloud (or “Software as a Service”) is typically hosted, maintained,
enhanced, managed, and upgraded on the application and server side (hardware
infrastructure) by the cloud solution provider and is generally paid for in some form of
consumption or time-period basis (rather than a traditional perpetual software license).
Cloud-based solutions have risen dramatically in popularity in recent years because of the
faster time to deployment, lower initial investment, and the lower level of internal support
required to maintain the solutions. Cloud-based solutions typically have the following
characteristics:

e Accessed via the web

e Cost is based upon usage (i.e., subscription and/or transaction-based fee versus an
upfront investment)

e Requires the provider to maintain the software (often with the use of service level
agreements or “SLAs”)

e Hosted or resides at a centralized facility

e Multi-tenant architecture

e Capable of quick utilization

e Constraints in what can be customized in the solution; solutions often have a distinct
list of configurable items or features.

An “on-premise solution” is software that is installed on the servers at the user’s site and
typically involves heavier involvement from the user’s IT department and/or a third-party
consultant. There is generally a larger one-time upfront license fee for such a model, allowing
for perpetual usage of the solution (there may also be transaction-based fees). Solution
providers typically charge an annual maintenance fee on top of the initial license fee.
Implementation periods are usually longer because of a need to develop the entire
site/instance infrastructure including hardware configuration and, possibly, a higher level of
customization.

© 2016 Ardent Partners Ltd
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Gather, Rationalize, and Refine Requirements

As sourcing professionals well know, it is vitally important to engage stakeholders early and
capture the “voice of the customer” while defining the requirements to any large strategic
sourcing initiative. Successful sourcing teams also work to rationalize requirements to
discern the “must haves” from the “nice-to-haves” so that the bid is not over- or under-
specified. Doing this successfully ensures that the team contracts for what is truly needed
while also empowering the stakeholders as project participants. These factors each play an
important role in helping to drive the implementation and adoption of a new contract. The
exact same principles hold true when it comes to selecting procurement solutions. Engaging
stakeholders early and often empowers them in the decision-making process and helps to
ensure acceptance when the solution is selected and adoption when the solution is launched.
A primary difference with procurement solutions is that the lead customers sit within the
procurement department.

Ardent Partners believes the areas that deserve consideration in the selection process
include:

e Functional requirements — Can the solution support the core businesses processes?

e Technical requirements — Does the solution meet internal technical and general
integration requirements?

e User requirements — Does the solution meet the needs of the actual system users?

e Data and reporting requirements — Does the solution capture, process, manage, and
present data as is required? Does the solution allow for reporting to be done on the
relevant metrics and data?

e Usability — Beyond specific user requirements, does the solution provide a user
experience that will support and help drive usage and adoption?

e Solution breadth — Does the project scope expand beyond a single application? Does
the long-term plan include expansion plans? If so, does the solution provider offer a
broader suite of solutions to support that vision or plan?

e Mobility — How well does a solution function for remote and traveling users via its
mobile capabilities?

e Design — Does the solution support the intuitive and straightforward design of its
processes?

© 2016 Ardent Partners Ltd
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Each of these areas should be evaluated and prioritized with an understanding that each
contributes to the level of adoption and usage of the solution which, in turn, directly
correlates to the solution’s impact and the overall return on the technology investment.

Product Innovation and Roadmap

The software industry is known, above all else, for its drive for continual innovation. However,
it is important for procurement teams to distinguish between what is currently available in
the solution and what will be available in the future. Given the fluid nature of software
development, important decisions should not hinge on the capabilities that may be found in
a future release. Doing so can needlessly expose the project’s overall success to factors
beyond the control of the project team. This caution is in no way meant to undercut the
importance of selecting a solution provider with an active and innovative product roadmap
and a strong history of bringing new innovations to market on a regular product release cycle.

Areas emerging in the enterprise software industry in general and within procurement
specifically include data analytics and predictive analysis; enhanced, more social-based
communication between internal and external partners (or system users); and deeper and
more seamless integrations across products and/or a product suite.

The procurement technology market has now extended into services procurement to cover
complex categories of spend and is now extending more directly into financial areas like
accounts payable, B2B payments, supply chain finance, and cash management, as well as into
supply chain areas like inventory and materials management.

Conclusion

In 2016, procurement organizations as a whole and Chief Procurement Officers (“CPQOs”) in
particular frequently find themselves in the untenable position of having to enhance their
performance while maintaining the resources that they currently have. This means that a
procurement department’s ability to use technology to, among other things, help scale
resources, gain greater visibility, and make smarter decisions should be a critical competency.
How procurement teams navigate this market is absolutely critical to their success.
Incorporating the strategies detailed above will help these efforts.
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