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How Finance and 
Procurement can join 
forces to drive
significant savings

5 fundamental questions  
every CFO should discuss  
with their Procurement Manager 
to better understand and 
leverage Procurement’s role in 
Spend Management
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Introduction

This guide

5 Key Questions:
Q1. How do we go about understanding,   
 qualifying, monitoring, and engaging with  
 our suppliers?

Q2. How do we go about selecting suppliers  
 that provide the best price and overall value?

Q3. How do we make sure we get full benefit  
 from the supplier agreements we secure?

Q4. Are we as efficient as we could be?

Q5. Where are the opportunities for  
 “quick wins”? 
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As CFO, you’re undoubtedly spending much of your time working to 
reduce costs wherever you possibly can; and trying to do so in ways 
that strengthen, rather than weaken your organization.

Introduction

You may be working to reduce costs within the 
Finance function with initiatives like Accounts 
Payable (AP) automation. And like many CFOs 
today, you may be focused on the subject of 
Spend Management.

Gaining control and visibility of your Purchase-
to-Pay process is a big step towards realizing 
the benefits of Spend Management, including 
better management of budgets and consistent 
compliance with purchase authorization policies. 
But the biggest benefit comes when you are able 
to actually reduce the cost of the goods and 
services your organization buys by channelling 
a higher percentage of purchases to preferred 
suppliers and contracts

Spend under management:  
a big opportunity for savings

Purchases made from properly evaluated and 
selected suppliers, and against professionally-
negotiated contracts, are called “spend under 
management”. Typically, organizations can save 
between 5% and 20% for every dollar of spend 
they bring “under management”.

Increasing the percentage of spend under 
management is what your procurement team is 
working to facilitate every day. It’s a big challenge 
when you consider the range of purchase 
categories and the number of suppliers involved; 
and that operating departments don’t always 
want to take the time to involve Procurement when 
they should.

Strategic Procurement and how you can help

The functions your Procurement people perform to 
do their job – supplier relationship management, 
sourcing and contract management – are often 
referred to as strategic Procurement. Joining 
forces with your Procurement Manager to better 
understand and leverage strategic Procurement 
in conjunction with your Spend Management 
initiatives may be one of the biggest things you 
can do to positively impact your organization’s 
bottom line. As CFO, you are needed to:

 Work hand-in-hand with your senior  
 Procurement people.

 Use your sphere of influence to gain  
 organizational support for strategic  
 Procurement.

 Help with the refinement of procurement  
 policies to drive savings.

 Help guide the application of enabling  
 technology.
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 Get a handle on how things are done today.

 Identify where the significant savings   
 opportunities lie.

 Develop a vision of how to take advantage of  
 those opportunities.

A few important notes before you read on:

 We fully recognize that this is a complex  
 issue, and that this guide will not transform  
 your organization overnight. Our goal is  
 simply to highlight the issues and to start the  
 dialogue within your organization.

 Some points raised here will already be   
 obvious you, some may not. Some issues  
 we discuss, you may already have well in 
  hand. The important thing is to recognize  
 how all the issues are inter-related, and   
 how a weakness in just one or two areas  
 can  be significantly affecting your overall  
 performance as an organization.

This guide has been developed to provide you, as CFO or Senior 
Financial Manager, with a practical outline for talking with your Senior 
Procurement Manager to:

This guide
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5 fundamental questions 
every CFO should discuss 
with their Procurement 
Manager
1.

2.

3.

4.
5.

How do we go about understanding, qualifying, 
monitoring, and engaging with our suppliers?

How do we go about selecting the suppliers that 
provide the best price and overall value?

How do we make sure we get full benefit from the 
contracts we secure?

Are we as efficient as we could be?

Where are the opportunities for “quick wins”?

The elements of a strategic Procurement 
support system

The strategic Procurement cycle starts at the time 
someone in an organization recognizes the need 
to buy something that does not already have a 
preferred supplier, or the time an organization 
decides to re-evaluate current and potential 
suppliers. It includes the processes of finding, 
evaluating and selecting suppliers; establishing 
and monitoring contracts; and managing ongoing 
communications with suppliers about purchase 
activity, account status, and changing supplier 
company and catalog information.

The primary objectives are to recruit the suppliers 
who offer the best value in terms of price, service 
and quality, and who represent the least risk 
in terms of failure to perform or transferred 
liability. Ideally, these functions are performed by 
Procurement professionals working closely with 
the operational people who need the goods or 
services.

A strategic Procurement support system is used 
to standardize and streamline these activities and 
maximize achievement of the objectives. Such a 
system usually consists of:

Supplier Relationship Management (SRM) 
provides the ability to maintain a supplier 
directory, including supplier recruiting, qualification 
and on-boarding functions.

eSourcing provides tools to electronically develop, 
publish, accept responses to, and evaluate all 
types of requests to suppliers.

Contract Management provides the ability to 
maintain a central electronic contract repository 
that contains all pertinent information about each 
contract and is accessible to appropriate people 
throughout the organization.
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They are also always on the lookout for even 
better suppliers, and suppliers to fill new needs. 
That’s what’s required to consistently gain best 
value and most favourable prices. But is this really 
happening as well as your Procurement team 
would like today?

Why it’s important - 
business impact

Your supplier base is a key asset: Good, 
reliable suppliers are a key asset for 
sustainable competitive advantage. Like any 
organization, you need to be able to readily 
obtain a wide range of products and services 
in order to effectively do what you do for your 
customers. Organizations compete today, 
not just on their own internal capabilities and 
efficiencies, but on the strength and cost of 
their entire direct and indirect supply chain. 
You must have the best suppliers delivering 
the best value on your team in order to win.

Suppliers can represent risk: Suppliers 
represent at least two types of risk to your 
organization: 1) if a supplier does not deliver 
as expected, you may not be able to deliver as 
expected to your customer, and 2) if a supplier 
has a deficiency in the way they operate 
their business – e.g. lack of proper insurance, 

Your organization has a base of suppliers it deals with today. Your 
Procurement team works hard to maintain all the right information 
about each of them; monitor their performance; and maintain strong 
relationships.

Q1. How do we go about 
understanding, qualifying, 
monitoring, and engaging 
with our suppliers?

employee background checks, certifications or 
quality controls – you may well be liable for 
resulting problems that occur when they are 
performing on your behalf. You must always 
know where the risks are and how to mitigate 
them.

Good relationships yield better value: You 
have customers you consider easier (or harder) 
and less expensive (or more expensive) to 
work with. It’s the same for your suppliers. If 
you communicate well with your suppliers, 
deal with them in a transparent and 
objective manner, and generally make your 
organization “easy to do business with”, you 
will cost them less. If it costs your suppliers 
less to work with you than it does to work with 
your competitor, you’re more likely to get the 
better price, and the better overall value.

What to look for -  
key indicators

The number and range of suppliers: How 
many suppliers do you have in your vendor 
master file? How many are active? Has the 
number grown over the years as different 
people have bought similar things from 
different suppliers, or maybe due to mergers 
and acquisitions? Can you tell how many you 
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Standardize qualification and performance 
monitoring: Develop standard supplier 
questionnaires and evaluation criteria for each 
category and require their use before approving 
a new supplier. Also establish performance 
measurements and KPIs for factors such as 
delivery, quality, invoice accuracy, etc. Implement 
a process by which all suppliers are reviewed on 
a regular basis to verify they still comply with 
your criteria.

The value of a good 
procurement system

Makes it easier to build, maintain and leverage 
a central supplier directory: The Supplier 
Relationship Management (SRM) component of 
a good procurement system will make a central 
supplier directory both practical and powerful. It 
will provide supplier profile templates that give 
you a good starting point, with the ability to 
tailor them as needed. It will provide easy access 
to the information for reporting and analysis, and 
to support supplier communications.

Streamlines qualification and review processes: 
A good procurement system will make it much 
easier to comply with supplier approval and 
performance management policies by providing 
capabilities such as electronic questionnaires 
with automatic scoring. It can also ensure regular 
supplier reviews with automatic alerts based on 
an established schedule.

Automates collection of purchase activity for 
performance: A good procurement system 
will have the ability to integrate with your 
transactional systems to automatically collect 
purchasing and Accounts Payable history. This 
information will be used to provide performance 
KPIs and support spend analysis. These are 
invaluable tools for maintaining a strong, right-
sized supplier base, and for continually improving 
supplier agreements over time.

have for various categories? For most categories, 
too many may mean missing out on volume 
discount opportunities. For critical categories, too 
few may mean a high exposure to risk.

Supplier information: Do you have the level of 
information you need about current and potential 
suppliers? Is it kept up to date on a regular 
basis? Is it all in one place or scattered across the 
organization? Is there clear ‘ownership’ of supplier 
data management? Does everyone in your 
organization know which suppliers are ‘preferred’ 
when they go to buy something? 

Supplier approval and performance monitoring: 
Do you have a thorough and consistent approach 
to evaluating basic supplier qualifications and risk 
factors before approving them? Do you capture 
information about how well suppliers perform? 
Are suppliers regularly reviewed to ensure they 
continue to meet qualification standards, and that 
they are performing as they should?

Supplier communication: How well does your 
organization communicate with suppliers? How 
hard is it for a company to register as a potential 
supplier? Are all the right suppliers aware when 
you do sourcing event? Do they always know how 
your organization views their performance?

How to improve
Establish or enhance procurement policies: Make 
sure everyone knows the way in which functional 
departments, your Accounts Payable department, 
and your Procurement team should work together 
to qualify suppliers, manage supplier data and 
maintain communications.

Implement a central supplier directory: Start by 
identifying all the places supplier data is currently 
maintained. Define a standard set of information 
for all suppliers and centralize responsibility for 
keeping it up to date. Put in place a categorization 
scheme that enables you to effectively analyze 
your supplier base and spend. Perform a data 
cleansing exercise to remove irrelevant and 
redundant data and ensure important data.
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That includes selection of the best suppliers for 
frequently purchased categories, as well as for high 
ticket items. Whether a ‘strategic sourcing’ event or 
a ‘spot sourcing’ event, every sourcing event is an 
opportunity to save money, mitigate risk and obtain 
the best possible overall value. Is your Procurement 
team involved when it should be and able to 
perform this critical function effectively?

Why it’s important - 
business impact

You want the best possible value for all your 
purchases: For high-spend categories and 
major purchases, you want to do everything 
you can to get the best combination of price, 
service and quality (i.e. lowest total cost). Part 
of making sure you get best value is to have 
an appropriate form of competitive selection 
process that encourages suppliers to make their 
best possible offer.

You want “success” with your purchases: 
Realizing ultimate success with your purchases 
requires a combination of two key elements: 
1) clearly defined and communicated 
requirements, and 2) procurement skills that 
incorporate knowledge about the supplier 
base, current market conditions, and your 
organization’s purchasing power. That 
combination requires operating departments, 
technical experts and procurement 
professionals to work together on important 
supplier selections.

The most essential function of your Procurement team is to guide your 
organization through the process of selecting the right suppliers.

Q2. How do we go about 
selecting suppliers that 
provide the best price and 
overall value?

You want consistency and transparency: If 
anyone within or outside your organization 
should ever call into question why a certain 
supplier was selected, you want to know that a 
consistent, documented process was followed; 
a process that was objective and fair. You want 
easy Sarbanes Oxley (SOX) audits. And certainly, 
you want to avoid any possibility of fraud.

What to look for -  
key indicators

Procurement involvement: Is procurement 
involved in all major purchases and supplier 
selections? Are appropriate competitive events 
used.

User and expert involvement: Are the people 
most qualified to define requirements and 
selection criteria always involved? This may 
include the person or department requesting 
the purchase as well as subject matter experts 
such as IT, legal, and commodity specialists. How 
is information collected and communicated to 
potential suppliers?

Consistency: Are similar sourcing events always 
done in the same way? Are selection criteria clear 
and as objective as possible? Can you go back 
to agreements or contracts awarded a year ago 
and see the process that was followed?
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The value of a good 
procurement system

Provides a framework to implement policies and 
streamline processes: The eSourcing component 
of a good procurement system will provide 
process templates and a business rules engine 
that capture established policies and procedures 
in a form that can be used to guide consistent 
execution of sourcing events. This framework, 
combined with capabilities such as electronic 
documents, workflow, and email alerts streamline 
even complex sourcing processes while ensuring 
compliance.

Makes it easy for the right people to collaborate: 
One of the most valuable aspects of an electronic 
process management system is to make it easy for 
the right people to collaborate on development of 
requirement documents and evaluation of supplier 
responses – regardless of their location.

Provides a self-documenting process: Because 
much or all of the process is electronic, a good 
procurement system will capture a complete 
history for each sourcing event, providing an easily 
accessible audit trail which can be referred to at 
any time to answer questions or learn from past 
experience to improve future events.

How to improve
Establish or enhance sourcing policies: 
Clearly identify criteria for when purchases 
should be put through a competitive process; 
communicate procurement policies throughout 
the organization and put in place controls to 
ensure policies are complied with.

Document standard sourcing processes: 
Research internal and external best practices 
to define the process your organization should 
follow for various types of sourcing situations 
(e.g. capital equipment, service provider, 
development partner, etc.). Outline the basic 
method, along with the key steps, people, and 
documents required. Give your Procurement 
team the responsibility and authority to ensure 
the proper process is always followed.

Consider cross-functional and cross-
organizational sourcing teams: Many 
organizations are establishing virtual ‘center of 
expertise’ or commodity teams that cross over 
functional and/or organizational boundaries 
to act as the subject matter experts for various 
categories of purchases. Such teams bring 
together the best knowledge and experience 
from throughout the organization and combine 
them with professional procurement skills for 
all important sourcing activities.
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Why it’s important - 
business impact

You want to realize negotiated savings: 
The ‘potential’ savings associated with good 
supplier agreements are only realized when 
purchases are actually made against those 
contracts. If people buy the same type of 
products from another supplier or don’t 
properly reference the contract when they do 
buy from that supplier, those potential savings 
are lost. That is obviously unnecessary cost.

You don’t want surprises: When contracts 
expire or automatically renew without anyone 
noticing, there may be unexpected lapses in 
coverage and/or lost savings. Again, this is 
unnecessary cost – and risk.

Compliance is a two-way street: In order 
to get the full value you contracted for, you 
want to make sure the supplier is complying 
with price, delivery and quality terms. At 
the same time, your organization may have 
commitments as well; for instance to buying 
a certain volume or paying within a certain 
timeframe. You may also have price breaks 
you want to be sure you use to your full 
advantage. There are many ways you can 
lose the potential savings if you find you 
haven’t complied.

Your Procurement team works hard to identify the best suppliers and 
negotiate best value agreements. Contracts ‘lock in’ those prices 
and terms for use by the organization. But are those contracts fully 
leveraged once they are secured?

Q3. How do we make 
sure we get full benefit 
from the supplier 
agreements we secure?

What to look for -  
key indicators

Where and how contracts are filed: Where 
are contracts actually held? If they are 
managed and filed in multiple places, there’s a 
good possibility of duplicates (which represent 
missed opportunities for volume-based 
savings). Do they have consistent information? 
If not, it’s just about impossible to get a 
consolidated view of commitments or measure 
performance.

Contract visibility and usage: Are all pertinent 
contracts made visible to buyers at the time 
of purchase? Are buyers required to buy 
against the contract unless they get special 
authorization? If purchases are being made 
with another supplier, or even with the same 
supplier, but without referencing the contract, 
all those ‘potential’ savings are being lost.

Contract review: Are all contracts routinely 
reviewed for mutual compliance, supplier 
performance and expiration dates? How 
do people know when a review is needed, 
or what aspects of the contract should be 
checked? Are there cases of unexpected 
expirations or automatic renewals that have 
cost your organization money?
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The value of a good 
procurement system

Provides an electronic contract repository: 
The Contract Management component of 
a good procurement system will provide an 
electronic contract repository with pre-defined 
and extensible templates for various types 
of contracts. It will also provide the ability to 
link pertinent documents, whether electronic 
or scanned documents. This makes it easy 
to consolidate all contracts into a central file 
while giving everyone who needs to see, use 
or manage them appropriate access.

Automates the contract review process: A 
good procurement system will give you the 
ability to set up a review schedule for each 
contract. It will then automatically send alerts 
to notify the right people when needed. 
Consolidated schedules of upcoming review 
requirements can even be produced to help 
manage Procurement department workload.

Automates activity capture and performance 
analysis: A good procurement system will 
have the ability to capture actual purchase 
and payment activity from your purchasing 
system and use it to provide various types 
of analysis, reports and KPIs. You should 
be able to integrate it directly into your 
other systems or import data on a frequent 
basis. Information such as “spend under 
management” reports help you continually 
improve organization-wide purchasing 
behaviour, while contract reports and KPIs 
help with supplier communication and 
development and spend analysis.

How to improve
Centralize contract management: 
Establish a single repository of supplier 
contracts, common information per type, 
and a consistent filing process so everyone 
knows where to look for contracts and how 
to interpret them. Include all applicable 
documents and the supplier bid history. 
Establish a procedure for combining multiple 
contracts with the same supplier when found; 
negotiate higher volume discounts if possible.

Establish and follow contract review 
schedules: As part of the contract filing 
process, develop and attach a schedule of 
reviews that cover all milestones throughout 
the life of each contract. Include periodic 
compliance reviews and performance 
appraisals. Establish procurement department 
procedures to ensure reviews at each 
milestone.

Ensure contract use: If you have an 
eProcurement system, be sure all contracts 
are put into the system and associated to the 
proper categories and suppliers. This is much 
easier if contracts are held electronically. If you 
can’t hold contracts electronically yet, you’ll 
need some form of contract indexing and a 
policy that strongly encourages everyone to 
look for an existing contract before placing an 
order.
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A lot needs to happen to enable people 
throughout your organization to consistently find 
and use the ‘right’ supplier for their purchases. 
And as with any complex process, there are lots of 
opportunities for improving efficiencies.

Why it’s important - 
business impact

The cost of the procurement process 
goes directly to the bottom line: Besides 
missing out on substantial savings from 
better supplier agreements, a sub-optimum 
strategic Procurement process wastes human 
resources throughout the organization, from 
the Procurement team to Accounts Payable 
to operating departments. Time spent 
maintaining redundant data, running sourcing 
events the hard way, answering supplier 
inquiries, and chasing all types of information 
can add up to a lot of FTEs.

The more time your Procurement team 
can spend on the right activities, the more 
you can save: The primary job of your 
Procurement team is to help your operating 
departments get what they need at the 
lowest cost. They do this by identifying good 
suppliers, negotiating favourable agreements, 
monitoring supplier performance and 
maintaining strong supplier relationships. 
Skilled Procurement professionals are 
often required to spend much of their time 
as “buyers” executing routine purchase 
transactions just because they are the only 
ones with supplier and contract information. 
All these activities just take time away from 
your Procurement team’s main job.

If it’s too hard to comply with policies, people 
simply won’t: If it takes too long to put a 
major purchase out for competitive bids, 
people will find a way around it. If it’s too hard 
to find the preferred supplier or contract at 
purchase order time, people will do what’s 
easiest – probably just buy from the first 
source they come across. The best policies 
and procedures in the world are of little use 
in driving savings if they are not consistently 
followed.

What to look for -  
key indicators

Multiple pockets of supplier information: If 
information about suppliers and contracts is 
being maintained in multiple regions, offices 
or departments, there is redundant effort 
being expended across the organization. 
This is undoubtedly creating discrepancies 
that often cause problems, and it makes any 
level of central visibility and control virtually 
impossible – significantly reducing your ability 
to improve things.

Procurement team productivity: How much 
of your Procurement team’s time is spent 
just trying to keep basic supplier information 
up to date? How much time does it take to 
perform a sourcing event? How much time 
is spent looking for contracts and trying to 
remember when to review them? With all they 
need to do, how much time is really available 
for recruiting and qualifying new suppliers, 
developing good agreements, monitoring 
performance, and building solid relationships? 
Discuss with your Procurement Manager how 

Although it may seem straightforward from a distance, strategic 
Procurement is a complex process. It requires a wide range of 
information, the involvement of many different people and continuous 
supplier communication to do well.

Q4. Are we as efficient as 
we could be?
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The value of a good 
procurement system

Enables you to better organize and manage 
key information: The most fundamental 
benefit of a good procurement system is 
that it provides the ability to centralize 
management of supplier and contract 
information, while making it easily accessible 
by everyone who needs it. This alone can 
save significant time in Procurement, Accounts 
Payable, and throughout your organization.

Enables you to streamline and standardize 
processes: Using capabilities like process 
templates, business rules, workflow 
technology, and alerts, a good procurement 
system makes it much easier to implement 
policies and procedures that will drive savings. 
And they dramatically streamline day-to-day 
execution of those procedures as well. Modern 
systems essentially ‘guide’ people through 
cross-functional processes such as reviewing 
supplier performance. They automatically 
notify people of their respective tasks, provide 
instant access to information and ensure each 
step is followed. This goes a long way toward 
enabling your entire organization to get more 
done day-in, day-out.

Enables you to transfer information 
management to suppliers: A good 
procurement system will have many 
capabilities to streamline two-way 
communication with suppliers, from to supplier 
self-service account enquiries, to supplier 
self-maintenance of profiles and catalogs. 
A well-designed supplier portal enables all 
this and more. The time savings impact is 
especially large within your Accounts Payable 
and Procurement team.

much time is actually spent working directly 
with the supplier base. That will give you 
an idea of the potential that’s there if their 
productivity can be improved.

Accounts Payable productivity: How much 
of your AP team’s time is spent adding and 
updating vendor master records? Are they, by 
default, the keepers of supplier profiles and 
other information your Procurement team 
should be managing? How much time is spent 
answering supplier enquiries about invoice 
and payment status? How many FTEs could 
be re-allocated if they didn’t need to do these 
things every day?

How to improve
Establish a central supplier directory: This 
will improve the quality and accessibility of 
supplier information, but just as importantly, 
it will reduce the level of effort expended 
across the organization. It will also provide 
better information for use in your financial 
systems, as well as reporting systems. Imagine 
a vendor master with only active suppliers, no 
duplicates, and up to date information for all 
records. How would that improve the quality 
of your AP reports, spend analysis, etc.?

Standardize sourcing processes: This will 
improve the effectiveness of your sourcing 
efforts, resulting in better agreements and 
lower supplier risk. It will also improve the 
transparency of your supplier selection 
processes. But it will also greatly improve 
the productivity of your Procurement team, 
enabling them to apply a professional 
sourcing process to more situations, resulting 
in more savings. It will also reduce the time 
required of user departments and technical/
legal experts.

Leverage information technology as an 
agent of change: Information technology is 
a major asset for improving efficiency. Many 
of the things you and your Procurement 
Manager will want to do only become 
practical with the support of information 
systems. Just as importantly, a well-designed 
procurement system provides a pre-defined 
template for implementing the changes you 
want to make.
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But there are opportunities in every organization 
for “quick wins” that immediately reduce cost and 
risk, and quickly impact the bottom line.

Why it’s important - 
business impact

You want savings now: Every organization 
is looking for short-term cost reductions. 
Improved supplier agreements can reduce 
purchase cost immediately. Reduced 
manpower requirements in Accounts Payable 
and elsewhere can be realized in a very short 
time.

You want to your efforts to be as self-funding 
as possible: Some of the savings to be gained 
from transforming your strategic Procurement 
processes will take time and investment, so it’s 
important to find early savings to offset the 
investments as they are made.

Early results will encourage the organization 
to help drive more results: Every 
transformation effort is a human effort; 
when people see early successes, they are 
encouraged to stick with the plan.

A likely opportunity  
for quick wins
The “quick win” opportunities within one 
organization will be different from those in 
another. Depending on your level of procurement 
maturity and progress to date, your best 
opportunities may lie in areas such as contract 
management or sourcing. But our experience 
has shown that many organizations have great 
opportunities for realizing rapid and direct cost 
savings by simply putting in place the basic tools 
to improve what we call supplier engagement. 
By taking the steps to better capture and 
organize supplier information, cleanse and 
extend that information, and use it to support key 
initiatives such as supplier rationalization, many 
organizations can gain significant cost savings 
within a matter of months. These savings usually 
come from:

Reduced purchase costs from improved 
supplier agreements and greater use of those 
agreements (i.e. increased “spend under 
management”).

Re-allocated FTEs in Accounts Payable due to 
reduced workload for responding to supplier 
enquiries and maintaining supplier data.

Other savings derived from improved 
analytical capabilities such as spend analysis 
due to improved supplier information in 
financial systems.

Like many important undertakings, transforming your strategic 
Procurement process to where it becomes a competitive advantage is 
“a journey, not a destination”.

Q5. Where are the 
opportunities for 
“quick wins”?
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The four steps outlined below, all of which 
can be done within a few months with proper 
commitment, will provide important and valuable 
“quick wins” in many organizations:

1. Implement a central supplier directory:

Utilizing a procurement system to establish a 
central supplier directory – and the processes to 
keep it complete and up to date – provides an 
informational foundation to improve just about 
every procurement activity. Besides providing a 
single view of your suppliers (much like you have 
probably done for customers), a central electronic 
directory enables you to quickly:

Eliminate redundant and excessive 
maintenance effort.
Improve Procurement team and Accounts 
Payable department productivity.
Enable supplier base categorization to 
support better spend analysis.
Improve the effectiveness of existing financial 
systems through improved supplier data.
Set the stage for supplier self-service data 
management.

2. Strengthen supplier qualification and contract 
review processes:

Supplier qualification and contract review 
processes are critical to maintaining a solid 
supplier base and avoiding undue risk. But 
they can take a lot of time and effort. A good 
procurement system will support streamlined 
processes that can quickly do several important 
things:

Identify existing supplier risk so steps can be 
taken to mitigate it.
Reduce risk, and the associated cost, going 
forward.
Improve Procurement team productivity by 
automating supplier reviews and performance 
assessments, as well as the contract review 
process.

3. Perform a supplier rationalization process and 
establish corporate contracts:

Once a central supplier directory is in place, 
suppliers are categorized for effective spend and 
risk analysis, and a solid qualification and review 
process is implemented, you will be in a position 
to address what is likely to be your biggest “quick 
win” opportunity: supplier rationalization.

Using information from your supplier directory 
along with spend history and other information 
from your financial systems, a supplier base 
rationalization initiative will enable you to:

Reduce the overall cost of purchased goods 
and services by negotiating lower prices and 
better overall value when you consolidate your 
spend to just one or a few good suppliers per 
category.

Lock in savings through corporate contracts 
with preferred suppliers.

Where appropriate, reduce the risk of reliance 
on just one supplier in certain categories by 
establishing relationships with one or more 
additional suppliers.

4. Deploy a supplier portal:

One of the best tools for reducing administrative 
expense in both the short term and long term is 
deployment of a supplier portal. Using a secure 
Internet portal, you can dramatically streamline 
two-way communication with suppliers:

Reduce initial supplier engagement effort 
by enabling potential suppliers to apply for 
approved status and answer questionnaires 
online themselves.

Reduce supplier on-boarding effort by 
enabling suppliers to enter or upload profile 
and catalog information themselves.

Reduce sourcing event effort by enabling 
appropriate suppliers to browse open 
invitations to tender, download RFx 
documents, upload responses, and view 
award status.

Reduce the workload in Accounts Payable 
by enabling suppliers to access account 
information themselves.

Reduce supplier information management 
effort by enabling suppliers to maintain 
changes to their profile and catalog 
information themselves.

As stated above, these may or may not be your 
organization’s best opportunities for “quick wins”. 
If you already have these capabilities in hand, 
your best opportunities for quick savings may be 
in better contract management or streamlined 
sourcing processes. A good procurement system 
will allow you to start wherever your best 
opportunities lie and move towards the ultimate 
benefits of an integrated approach in the phases 
that work best for your organization.
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 The potential impact good Procurement  
 practices can have on your organization’s  
 bottom line given the right focus, policies and  
 supporting tools. Conversely, the profits that  
 are being lost today wherever these are NOT 
 being applied.

 The waste that is occurring today in terms of  
 excessive cost of managing supplier  
 information and inefficient supplier  
 communication because of un-coordinated  
 supplier management. Again, the profits that  
 are being lost due to these unnecessary costs.

The principle goal is to get the highest possible 
percentage of your spend “under management”, 
i.e. the highest possible percentage of purchases 
made with preferred supplies which have been 
collaboratively selected by the right mix of 
operational and procurement professionals.

As you discuss these five key questions with your Procurement Manager, 
it’s likely that you will become aware of two important things:

Summary 

Email: info-NA@proactis.com
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Phone: (757) 283-9797

What you can do as CFO
1. Create focus: Identify the opportunity and link 

it to the profit and growth objectives of your 
organization; drive the agenda.

2. Engage with stakeholders: Gain support from 
other executives, functional managers, even key 
suppliers.

3. Establish policies and targets: Document 
specific procurement objectives; define how you 
want to engage, evaluate, select, monitor and 
communicate with suppliers; document how and 
why.

4. Initiate phased initiatives: Identify phased 
efforts that will drive immediate benefits while 
aligning your supplier base and internal activities 
with your long-term procurement objectives.

5. Leverage enabling technology: Apply available 
technology solutions to automate routine 
activities, eliminate redundant effort, empower 
people with information, and ensure compliance 
with policies.

Companies that are focusing on improving their 
Strategic Procurement practices are gaining a 
competitive advantage – yours can too.
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