Getting value from eSourcing:
a personal perspective

Howard Price



Howard Price

g Ig:ggg{l.l_lg%l\li‘/!ENT MD: Advisory, On-Demand Procurement, Resourcing

! UNIVERSITY OF

ﬁ BATH PhD: Strategic Procurement, SRM

SLHUH, OF MANALEMEN]

i et
e : o
JAB LUXURY" cpo: JMMYCHOO __ &, BALLY
Prior Career: Ll i *%4RB5 @
: amey’ : . Pearson
Consulting Partner, & nationalgrid

CPO (Examples)

Ministry
b é
England
vodafone



“Everything should be made as simple
as possible...”

“...but not simpler.”

A Einstein



Getting value from eSourcing

 What is sourcing?

* How can sourcing deliver business value
.. and what do we mean by value anyway?

* How are we doing with delivering value?

* How can technology help us?






What value does procurement deliver?

* Cost?
 Saving vs. previous price?
* What if market cost is falling?
* Cost Avoidance?
* TAC? TLC?
* P&L? Balance Sheet?
« Quality?
* Maintain previous?
* Improve?
* Challenge how the business defines and measures?
* Risk?
* Avoidance?
* Management, or Mitigation?



What about these?

* Innovation?
* Joint Ventures with suppliers?
e Supplier-enabled innovation?
* New products and services?
- Revenue Growth?
* Contribution to top line growth?
* Entering new markets — supplier collaboration?
« Time?
* Efficiency of the procurement processes?
* Time to introduce new products/services?
- Sustainability and social responsibility?
* Just enough to meet legislation?

* Emergency response to current issue?
* Ethics-driven or business-driven?



Do we manage Or like
Iike this?

What does our boss want us
to report?



Why does it matter?
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The Sourcing Process

“UPSTREAM” “DOWNSTREAM”

e Consummating agreements

* Ways of working

* On boarding

* Operational processes

* Performance and Quality

* Managing Relationships (SRM)
* Innovation post contract (SRM)
* Renew/re-bid

* Shaping Requirements
* Understanding markets
* Supplier engagement

* Sourcing Strategy

* Generating ideas

* Supply Strategy

* Negotiating

Generating value Realising value and
opportunities business benefits



A cyclical process in
a dynamic environment

Political UPSTREAM Economic
Change™\, L Change
Procurement
Cycle
Social / DOWNSTREAM \ Technological

Change Change
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How well are we doing with
delivering value?
(Ignoring technology for now)



What do we do best?

We do many of the “basics” very well......

Understand/ Generate ideas. Consummate  Qperational

; Relationship
Influence ED:VI‘:::: :ti::ziiles' Find shared agreements. Management. Management.
Markets. P b : value. Negotiate. Ways.of Performance Innovation 2.0
working. Management.




Cost
Quality
Risk
Innovation
Revenue
Time

CSR

The upstream process:

how are we doing in detail?

Understand and
Influence markets
and suppliers

Develop strategies.
Explore, discuss.

Generate

New ideas.

Find shared value.
Negotiate.
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Cost
Quality
Risk
Innovation
Revenue
Time

CSR

The downstream process:
how are we doing in detail?

Consummate
Agreements.
Ways of working.

Operational
Management.
Performance
Management.
]
)
)
)
)
——
)

Relationship
Management.
Innovation 2.0
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How are we doing overall?

Understand/ Generate ideas. Consummate Operational

; Relationshi
Influence Dzl s'frategles. Find shared agreements. Management. M pt
Explore, discuss. lue. Negotiat Ways of Perf anagement.
Markets. value. Negotiate. i erformance Innovation 2.0
working. Management.

Overall GEEE G GEE GEE el e

Conclusion — the sourcing process is far too important to be
made solely the responsibility of the procurement function.
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Where does technology support us best?

It supports us with some of the “basics” very well......

Consummate

Understand/ . Generate ideas. Operational Relationship
DEEle s'frategles. Find shared agreements. Management.
Influence Explore, discuss. . W f Management.
Markets. value. Negotiate. ays_o Performance Innovation 2.0
working. Management.
Receive and P2p
Spend Write evaluate Sup.plier
analysis RFX and bids performance
e Post bid measurement
“Negotiation”
P2P has helped
Often not Technology Some very Some good us to avoid being Almost a
integrated. has made a good evaluation  Tech. the “purchase order “black hole.”
big impact tools available. emerging department” Some providers
Often not fully here. emerging.

Integrated. SPM tools help us
measure performance
but often not

to manage it.

Usage is
patchy



How can technology help us, in more detail?

Sourcing
Performance

Available
technology
capability

Comments

Understand/
Influence
Markets.

Some stand-

-alone providers.
Not widely used.

Develop strategies.

Explore, discuss.

Typically done
off-line. But
huge potential
online via Al

and collaborative
technologies

Generate ideas.
Find shared
value. Negotiate.

Some idea-
sharing
capabilities.

Technology
focused
on bargaining

NOT

negotiation.

Consummate
agreements.
Ways of
working.

Operational
Management.
Performance
Management.

Relationship
Management.
Innovation 2.0

Contract
generation has

huge possibilities.

WoW often
outside the
sourcing
“system”

Some good
SPM

but operational
Performance
often not fully
integrated
Some
interesting CSR
tech available

Some stand-
-alone providers,
but nascent.
Huge potential
In the future.

Does it all need to be one mega-system or can it be a network of “apps”?
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Summary

To maximise value from procurement, we need a wider definition of value.
Cost savings are very important, but don’t be a “one hit wonder.”

To maximise value, we also need a broader definition of procurement.
The size of challenge means we can’t do it all within the procurement
function.

Technology can help us: the more we widen our vision, the more
technology support we will need.

Don’t build a “procurement fortress” full of “procurement thought police.”
Reach out to other functions and make them part of the sourcing process!



Some closing thoughts if time...



How the rest of the company sometimes
sees the procurement function...






WATCHING YOU









Some ideas of potential role
models for CPO...












Questions thoughts, comments to

hprice@consiliumprocurement.com



