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Digital procurement: For lasting
value, go broad and deep

To get the most from procurement digitization, leaders must raise their ambitions along
with their skills.
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Procurement digitization seems to be on every
CPO’s agenda nowadays. But too many CPOs tell us
of frustration at digitization projects that take too
long, cost too much, and produce results that are too

slow and meager.

Some organizations discover that their IT
capabilities aren’t mature enough to implement
certain digital solutions. Others finish
implementing new tools only to find that users
simply fail to adopt them, or that scaling up across

the whole enterprise takes too much time and effort.

But when prompted to examine why digitization
has fallen short, many CPOs point to three central
factors.

First,amid the initial rush to pilot proposed
solutions, no one may ever have completely defined
whatdigitization’s scope should be. Second,
digitization may have been driven more by what
technology could do than by the real value it could
create. Third, procurement may have focused

mainly on solvingits internal challenges, rather

than on what the company as a whole needs.

In our experience, these three problems share

the same root cause: starting too small, usually

by looking for the right off-the-shelf solutions for
single pain points. The truth is that we have found
only one way to realize the full potential of digitized
procurement: through a user-oriented, end-to-end
transformation of the entire source-to-pay (S2P)
process, so that the users involved in procurement
can operate in a fully digital environment. That
goal translates into a single focus for procurement

digitization: the user experience.

Redirecting the digital transformation toward
users has significant implications for how changes
are designed, implemented, and renewed over time.
Mostimportant, it requires procurement leaders,
business owners, and IT-delivery teams to adopt
amuch more agile methodology, typically viaa
modular approach (Exhibit 1).

A modular, user-focused approach to digital procurement
transformation ensures a quick path to impact.
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This disciplined model requires commitment but

is far more likely to yield value over both the short
and long term. A major basic-materials company, for
example, started seeing results in just three months
asitbeganrolling out early tests for its revamped
procurement processes. Cycle times fell by up to

80 percent, while for the first time both suppliers
and internal requesters could see exactly what was
happening at any given moment with their purchase

orders and invoices.

What could tomorrow’s procurement achieve?
Digitization can be hobbled even before it begins by
ambitions that are set too low. Admittedly, rapidly
evolving technology means that what is truly
possible is amoving target. But without a clear and
inspiring vision, a transformation can get bogged
down in small improvements that seem easy to
adopt, but whose impact fades quickly.

Organizations that start procurement digitization
with a visioning workshop can avoid this problem.
Atthebasic-materials company, executives initially
thought that aroughly 20 percent decrease in cycle
times mightbe too ambitious. But by bringing
procurement leaders, heads of related functions
(such as finance or product development), and
technologists together, the visioning workshop
helped the leaders see that breakthrough
technologies, such as robotic process automation
(RPA) or natural language processing (NLP), were
practical and economical to implement now—not
in five years. Thatled the company to raise its
digitization target dramatically.

What will our technology support?

A complete, future-proof (or at least future-
resistant) S2P solution typically builds on the
company’s existing enterprise-resource-planning
platform, along with a cloud-based application that
serves as the backbone for the S2P process. Together,
these digital tools support three broad groups of
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applications: category-specific (such as for labor or
travel), functionality-specific (for electronic invoicing,
contracts management, vendor management, and the
like), and multipurpose, including solutions for RPA,
smart workflows, and NLP.

Building this structure involves many tradeoffs.
Consequently, once the organization hasits digital
vision and knows which journeys to prioritize, the
next taskistolook at IT resources, focusing on

the organization’s capacity for automation and its
flexibility for integrating solutions at individual

process points.

The initial goal of an automation assessment is to
enable quick wins by automating current processes.
The ultimate objective, however, is to achieve
fundamental process improvements across all user
journeys. To make progress toward both goals at once,
the assessment evaluates and quantifies the company’s
existing automation potential on the level of activities
and tasks, finding opportunities to incorporate
advances such as RPA or smart workflows in the

short term while building toward larger, longer-term
changes to overall systems and solutions.

The basic-materials company went into its automation
assessment assuming that very little of its existing IT
would be useful. Itinstead found that 40 percent of its
end-to-end S2P process would be automatable with
technologies that are already deployable today.

How effectively the company can implement

these types of digital solutions will depend on its
architecture assessment, which comprises three
major dimensions: integration architecture, data
architecture and analytics, and infrastructure. The
focus hereis on determining which improvements
are possible with the existing architecture, and where
additional investment may be needed for achieving
the transformation goals. That enables a company to

prioritize the userjourneys that can be digitized today,



and make informed choices about which mid- to
long-term architecture investments are required
tounleash the full potential identified in the user
workshops.

Where could tomorrow’s procurement have the
greatest impact?
Digitizing procurement won’t do a company much
good ifits people don’t think it helps them get their
work done. That means mapping out the details of
how people involved in the procurement process
work, tracing each step in the journeys that these
procurement “users” follow in order to get their
tasks done. That’s potentially a lot of work. Moreover,
“user” should be defined broadly: Some of the biggest
benefits from a digital procurement transformation
may lie outside the procurement organization, such
as from suppliers that provide better terms once they
are paid more promptly and reliably.

Prioritization is therefore essential. To identify the
user journeys that are the most important to digitize,
acompany can startbyunderstanding which roles
stand at the center of the procurement ecosystem
and which are more peripheral—i.e., who interacts
with the most or fewest other people along the S2P
process (Exhibit 2). This can vary significantly.

A mining company found that the people most
involved inits end-to-end S2P process were actually
requesters and suppliers rather than the category
managers it expected to see.

Once the right types of users have been prioritized,
user workshops bring designers, technology
experts, and representative users together to lay out
the exactjourneysin detail and find where their pain
points are. This design-thinking approach enables
the company to sketch out digital alternatives that
address real problems (Exhibit 3). If done well, this
mapping of problems and solutions should create
excitement across user groups, enabling everyone

to envision procurement’s digitized future and its

impact on their daily work.
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How do we plan the transformation?

One of the greatest threats to any transformation
is delay. In digital, where the technologylandscape
is constantly changing, the threat is far greater
because lost time leaves acompany farther and
farther behind its competitors.

The solution? Look to the technology sector.
Just as successful software companies plan
continual product-update releases, procurement
organizations mustlearn to plan continual
“digital-function releases.” Instead of trying to
coordinate all of the anticipated changes into
asingle, integrated project—where errors or
miscommunication can mean months of rework—
companies can learn to make constant, small

improvements in quick “sprints” of activity.

Thisis amajor change for organizations that
historically have wanted to perfect anew process
before unveiling it. And because procurement
processes are so closely interconnected,
transformation leaders must think carefully about
which processes to digitize and when, as well as
what attendant changes in the IT architecture
mustbe made and when. In creating a road map
of initiatives to implement, the sequencing must
be orchestrated so that both the user experience
and the impact can be maximized for each major

release.

Accordingly, digital road maps may look quite
different from road maps created for other types
of procurement projects, with much greater focus
on managing interdependencies and addressing

cultural questions.

Identifying interdependencies and defining
priorities for digital initiatives

The importance of interdependencies in a digital
contextis hard to overstate, as illustrated by the
mining company. One of the top goals of its digital
procurement transformation was to reduce S2P



Exhibit2 To map user journeys, start by determining which @ Outside
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Exhibit 3

The current buyer journey is often frustrating.
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cycle times. Executives assumed that the most
important problem they needed to address was
unusually high turnaround times at specific process
steps. But an examination of the interdependencies
revealed that the major problem was actually the
number of approvals that purchases required, which
often were contingent on additional approvals.
Simply digitizing the steps with long turnaround
times would have done nothing to get at the
problem’s root cause.

This type of finding informs the design and
prioritization of initiatives throughout the road
map. Typically, initiatives are prioritized using
two major criteria: impact on the organization’s
objectives for digitization (such as spend reduction,
cycle-time reduction, or user satisfaction) and

ease ofimplementation. In a situation such as
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the mining company’s, the road map might
prioritize an initiative for implementing a basic
collaborative-messaging tool so that multiple
approvers could quickly consult one anotherin
deciding on a purchase. Later initiatives might
integrate the messaging system into a broader
communications platform with other purposes,
or call for new architecture that would obviate
the need forit.

Shift mind-sets

There’s little question that when people can see
thatdigital procurementis eliminating pain
points, they’re much more likely to supportit.
Butreal enthusiasm for digitization is even more
valuable, and takes more effort. The mining
company’s road map therefore attended not only
todigitization’s technical architecture and data



management, but also to creating a culture that
came to embrace digitization.

The road map provided for new communications
that explained the reasons for digitization and how
itwould help improve people’s jobs. New training
programs were also rolled out for developing
people’s digital capabilities. As these measures
took hold, interest began building from other parts
of the organization, turning procurement into a
springboard for amuch broader digitization plan.

How do we make it happen—quickly, and at
scale?

Digital procurement transformationislike a
marathon in which many companies drop out of the
race early on, failing to get beyond an initial set of

pilots. And like marathon runners training for arace,

companies need to build two kinds of muscle fibers:
the “slow-twitch” fibers that enable endurance over
along stretch and the “fast-twitch” ones thatlet the

runners put on bursts of speed when they need them.

For digital transformation, companies develop their
slow-twitch fibers by building the right digital team
to sustain the transformation over the long run, and

their fast-twitch fibers by learning to produce new
releases quickly in rapid sprints.

The slow-twitch muscle fibers: Building the
digital team

The principal means for sustaining and expanding
adigital transformation—finishing the marathon,
so to speak—is ateam of people who focus on it

full time, with a multidisciplinary set of talents
working together closely to implement and adapt
the road map. Together they become a digital
factory.

Several new profiles are critical in the digital
factory, raising the question of how best to source
them. Relying mainly on outside hires may prove
expensive and difficult to sustain, especially

over time as digital becomes more central to

the organization. Role shifts and reskilling can
provide crucial capacity additions. Longtime
business owners and project managers may take
on new roles as product owners and scrum masters,
while implementation engineers learn to be agile
developers, and IT engineers move to DevOps and
automation (Exhibit 4).

Exhibit4 Several profiles help in delivering a minimum viable product (MVP).
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Applies agile principles
and tools to facilitate
and manage design and
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Technical architect

Leads identification and
evaluation of alternative
technical solutions for
implementation

Owns risk mitigation to
ensure delivery, fulfliment
of non-functional
requirements, and code
quality
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Developer

Develops backend
infrastructure, user
interfaces (web and
mobile apps), and
interfaces with other
applications and
application program
interfaces (APIs)



Organizations should also be thoughtful about
how large the team should be. Better to err on the
side of creating more capabilities than less: once
the organization sees what digital can do, demand
for digital support may quickly outstrip supply. If
the teamis too small, delays and rising costs could
undo much of what the digital transformation was

originally designed to achieve.

The “fast-twitch” fiber muscles: sprints
Foradigital procurement transformation, a
company must develop the ability to sprint: to

work closely with users in rapid iteration cycles to
ensure that what is produced is usable. In designing
an application, for example, a sprint seeks only to
develop a clickable sketch of a proof-of-concept
prototype rather than a complete end product.

At first, the team seeks to develop just aminimum

additional features to build in creating the most
suitable user experiences.

Iterative sprints allow for a maximum of user
involvement, transparency, and flexibility

in developing solutions that address the

real problems procurement users have with
predigital systems. If, as in Exhibit 5, one of the
problemsis that arequester has no way to tell
whether arequestisbeing acted on, asimple
screen can show the request’s current status.
Over further sprints, more and more detail can
be added, perhaps allowing the requester to
adjust quantities on the fly, or switch suppliers
midstream.

As confidence builds, iteration can accelerate.
We find that companies can begin achieving

improvements after just three to four months,

viable product (MVP), one that meets the most basic
of the customer’s needs. The MVP can be tested with
users in further sprints to identify and flesh out the

and can start building scale soon thereafter.
Overall, the typical digital procurement

transformation is ajourney of 18-24 months,

Exhibit5  Further iteration of the mininum viable product incorporates more
features.
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during which the initiatives (indeed, the entire

road map) should be regularly reviewed and flexibly
adapted as priorities and technologies change.
That’s acrucial part of the result: an organization

that is far more capable of continuous improvement.
H H B

The impact from this approach translates into many
kinds of long-term value. Cycle- and lead-time
reductions help free up resources for value-added
activities. Improved collaboration across functions
and better decision-making through advanced
analytics will create further savings. And taking
auser perspective builds a skill the company can
use throughout the enterprise. It all begins from
seeing procurement as something worth a digital
investment. M
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