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Aberdeen Strategic Sourcing Research

0 Advanced Sourcing: Expanding Sourcing Success in the Global
Economy (June 2012)

0 Spend Analysis: Adoption for Strategic Sourcing Success
(February 2012)

0 Strategic Sourcing in the Euro-Area: Nordics on the Rise?
(September 2011)

0 Linking Spend Analytics and Contract Management to Public
Procurement (March 2011)

0 The State of Strategic Sourcing (March 2011)

0 Strategic Sourcing: The 2010 Guide to Driving Savings and
Procurement Performance (March 2010)

0 Strategic Sourcing: E-Sourcing Your Way to the Top (October
2008)

0 Analyze This: Leverage Spend Data into Sourcing Process to
Increase Savings (October 2008)

Source: Aberdeen
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Aberdeen’s Research Methodology

0 Web-based / online benchmark survey (35 to 40
questions)

0 Analysis of data aggregate

0 Dissection into Maturity Framework (Best-in-Class,
Industry Average, and Laggard)

0 25-page benchmark research reports
0 5-to-7 page research derivatives

0 Follow-up discussions with select end-users for quotes
and case studies

Source: Aberdeen
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Importance of Strategic Sourcing

Neutral role
4%

Moderately __
significant Critical role

role 34%
25%

Prominent
role
34%

(Percentage of survey respondents, n=146)

Source: AberdeenGroup, April 2012
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Formal Strategic Sourcing program (yrs)

40% 1 379,
35% -
30% -
25% -
20% -
15% -
10% -
5% -

0% -
More than 5 3 to 5 years 1to2years Lessthanone None yet,but None yet, but None planned
years year budgeted to under
start within 12 consideration
months

(Percentage of survey respondents, n=146)

Source: AberdeenGroup, April 2012
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Pressures related to Strategic Sourcing

Corporate mandate to reduce cost / increase savings

Need for more effective category management

0
strategies / knowledge 36%

Lack of measureable sourcing performance 21%

Increased supplier risks due to supply disruptions 18%

Stakeholder presure for measuring against sustainable

A i 14%
sourcing initiatives

0% 10% 20% 30% 40% 50% 60%

(Percentage of survey respondents, n=146)

69%

70% 80%

Source: AberdeenGroup, April 2012
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The Best-in-Class Maturity Framework

@ Aberdeen

oup

Definition of Maturity

Class

Best-in-Class:
Top 20% of aggregate
performance scorers

Mean Class Performance of
Strategic Sourcing

= 79% percent of total spend under management of
procurement

= 76% - percent of total spending sourced using a
formal strategic sourcing process

= | 6% - average yearly savings identified by sourcing
team

Industry Average:
Middle 50% of aggregate
performance scorers

= 64% percent of total spend under management of
procurement

= 54% - percent of total spending sourced using a
formal strategic sourcing process

= 8% - average yearly savings identified by sourcing
team

Laggard:
Bottom 30% of aggregate
performance scorers

= 53% percent of total spend under management of
procurement

= 29% - percent of total spending sourced using a
formal strategic sourcing process

= 4% - average yearly savings identified by sourcing
team

Source: Aberdeen Group, April 2012

Source: AberdeenGroup, April 2012

up
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Strategic Actions

1
Align sourcing activities and objectives with 94%
that of the greater organization 50%
Establish formal strategic sourcing 449,
organization with standardized and formal - °
processes 25%
Secure executive support for strategic 25% @ All Others
sourcing and compliance initiatives 21%
mBest-in-Class
Adopt technologies to improve spend visibility 21%
and accuracy of spend data 21%,
Establish better KPIs to measure supplier 18%
effectiveness 21%

0% 10% 20% 30% 40% 50% 60%

Source: AberdeenGroup, April 2012
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Sourcing Organization Structure

Formal company-wide sourcing or supply 46%

management group

Centralized or shared services sourcing
team in conjunction with business unit or
regional teams

Formal sourcing or supply management
group resides within individual business

units or regions m Best-in-Class

_ _ @ Industry Average
Centralized sourcing team that manages all
strategic sourcing projects B Laggards
Centralized or shared services sourcing
team with power users dispersed across the
enterprise

No formal sourcing organization
22%

0% 10% 20% 30% 40% 50%

Source: AberdeenGroup, April 2012

up
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Functional Sourcing Attributes

. 96%
Savings assessment 63%
Tracking / monitoring of sourcing results, 96%
performance and execution 51%
Cost analysis for materials / services 520, 92%
83%

Needs assessment

Communication and education of formal r 67% ® Best-In-Class
sourcing strategy 30% B Al Others
Geographical assessment of supply needs 58%
/ risks / requirements 21%

0% 20% 40% 60% 80% 100% 120%

Source: AberdeenGroup, April 2012




Turn to Aberdeen for Research with Results™ Aberdeen Group

A Harte-Hanks Company

Capabilities with largest gaps with BIC

Cross-functional coordination with line of business ” 88%

and sourcing groups _ 33%

0,
Cross-functional coordination with finance, product, ” 83%

and sourcing groups _ 30%

79%
Ability to collect spend data from multiple sources 95%
28%

B Best-in-Class

67% @Industry Average
Ability to enrich spend and supplier data . 37% il BpaE
(o}

0,
Commodity councils actively engaged in sourcing Ga

process

33%
15%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Source: AberdeenGroup, April 2012
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Top 5 Sourcing Strategies

80%

70%

60%

50%

40%

30%

20%

10%

0%

75%
71%

59%

42%

67% 67%

63%

31%

63%
54%

AberdeenGro

A Harte-Hanks Company

58%
51%

m Best-in-Class
@ All Others

Total Cost of Matrix or
Ownership tiered pricing

Payment Optimization Multi-stage Total Landed

terms

sourcing

Cost

Source: AberdeenGroup, April 2012
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Top 10 Areas sourced with eSourcing

Sourced using an
eSourcing Tool

4
4
'1.__'

2 IT hardware 27.40%

4 Office supplies 26.00%

6 IT software 24 .70%

8 Office furniture 23.30%

10 Transportation / logistics services 22.60%

Source: AberdeenGroup, April 2012
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Bottom 10 Areas sourced with eSourcing

Sourced using an
eSourcing Tool

.‘.
.‘.
m

2 Legal services 8.20%

4 Education supplies 8.90%

6 Strategic Meetings 10.30%

8 Specialty chemicals 13.70%

0 Semi-custom and custom production materials, parts

1 .
and assemblies

14.40%

Source: AberdeenGroup, April 2012
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Percent of Spend using eSourcing Platform

40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -

0%

33%

35% m Best-in-Class

B Industry Average

29% 28% 570 28%
27% mLaggards
22%
12%
9% 9% 10%
% of total spend % of direct materials % of total non- % of total services
spend production / indirect spend

materials spend

Source: AberdeenGroup, April 2012
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Automated Sourcing Attributes

Event management

Event templates

Event creation

B Best-in-Class
46% @ Industry Average

Bidding collection / aggregation m Laggards

: . 46%
Event analysis / reporting

50%
Sourcing optimization / bid analysis

26%

7%
0% 10% 20% 30% 40% 50% 60%

Source: AberdeenGroup, April 2012
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Same or Different Platform for eSourcing?

1
Supplier Performance and Risk 30%
management 15%
Purchasing / Invoice management 21% | 46%
Contract authoring / workflow 149 27%
Contract repository 197 2
° @lmplemented on a different platform than
| eSourcing
Commodity management 149 =50
| ®Implemented on the same platform as
. o 15% eSourcing
Sourcing optimization
16%
_ 13%
eAuctions 28%
] 36%
Spend analysis 53%
0% 10% 20% 30% 40% 50%

© AberdeenGroup 20

Source: AberdeenGroup, April 2012
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Implement upstream - Now or Later ?

1 o
Supplier Performance and Risk 15%
management
@ Plan to implement beyond
12 months
Purchasing / Invoice management
Contract authoring / workflow 219% m Plan to implement within
12 months

Contract repository

. 12%
Commodity management 13%
S . S 12%
ourcing optimization 30%
. 7%

eAuctions 129%

. _ 8%

pend analysis 149

0% 5% 10% 15% 20% 25% 30% 35%

Source: AberdeenGroup, April 2012

© AberdeenGroup 20 19
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Key Criteria for eSourcing Selection

Ease of use (usability)

Ease of integration with back-end
systems (ERP, MRP, PLM)

Core functionality

Ease of integration with upstream
spend areas

Advanced functionalities within the
eSourcing application

Solution provider experience (i.e.
industry)

Complementary sourcing services
available from solution provider

— 42%
| 39%
— 42%
23%
e ——
37%
— 29%
21%
| 25%
| 28%
— 25%
i 16%
F 25%
6%
0% 10% 20% 30% 40% 50%
Source

B Best-in-Class
@ Others

: AberdeenGroup, April 2012
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Contact Info

Constantine G. Limberakis, Senior Research Analyst
Global Supply Management | AberdeenGroup

Email: constantine.limberakis@aberdeen.com
Twitter: @ABG_SpendMngmt

Office: +1.312.470.6071 | Mobile: +1.312.927.5769

Please note: All data findings included in this
presentation are early representations of the
Strategic Sourcing 2012 data pool. These figures
may change as additional survey respondents
are added to the data aggregate.

For More Research Please Visit:
www.aberdeen.com




