
Developing the 
Procurement Target 
Operating Model and 
Business Case



The success of a S2P implementation 
programme depends on having a clear 
picture of the desired ‘end state’ you 
want to achieve. Defining the future 
structure of your organisation, including 
the resources, processes and technology 
needed, and where procurement fits 
within the wider organisation, can 
make the difference between success 
and failure. A Target Operating Model 
(TOM) should reflect the culture of the 
organisation and be driven by a vision 
of where the company wants to be in its 
procurement space. It should include;

• Strategic elements such as governance, 
stakeholder engagement, people and 
performance development,

• Centralised/specialised, scalable 
functions, including global processing, 
e-procurement and spend analytics, and

• Transactional activities, e.g. invoicing, 
purchase order processing and contract 
management.

Introduction



Building a Procurement TOM will help 
define what you want to achieve from 
your procurement function and provide 
the roadmap for the change.
The TOM will also enable you to 
formulate a compelling business case for 
the programme of change and provide a 
useful tool for stakeholder engagement.
The following steps should be followed:

1. Understand 
your organisation’s 
current position

2. Define your 
vision and 
procurement goals

3. Design the Target 
Operating Model

4. Adopt a phased 
approach

5. Build the 
business case



1. Understand 
your organisation’s 
current position

This picture will highlight any gaps in Strategy, Processes, 
People and Technology that need addressing as part of 
your S2P journey. 

You should also include the challenges that your 
organisation is facing, whether that is the need for 
savings, expected growth, industry regulation, or 
staffing issues. This information will contribute to the 
development of your business case.

Document the ‘As Is’ Operating Model which describes 
where you are now. A clear picture of the maturity of 
your purchasing operation will enable you to identify 
areas where you are already gaining the most value, and 
opportunities for development. It will help you answer 
some critical questions, such as;

• ‘Am I spending the money where I will get the  
best return?’, 

• ‘Do I have the right organisation in place to  
maximise efficiencies and savings?’, 

• ‘Have I got the fundamentals, such as invoice 
processing, supplier data and contract management 
and benchmarking, in place already?’.



2. Define your 
Goals

From the information provided by your business 
snapshot, you can now develop the direction of 
travel, and a high-level vision for procurement in your 
organisation. What are you trying to achieve? Is it your 
intention to create a world-class, digitally-enabled 
procurement function, or are you embarking on a shift 
from decentralised spending to a more centralised or 
centre-led model? Define your high-level strategy, as 
this will drive changes in organisation, people, processes 
and technology. 



The TOM needs to be aligned with the company’s 
overall organisation, but many factors can affect the 
structure of procurement functions. Often the decision 
needs to be made whether the purchasing function 
should be centralised, de-centralised or a hybrid centre-
led model. Typically, organisations cycle between these 
models, initially building a centralised function, to 
improve compliance with group policies and industry 
regulation. As control is established, more flexibility 
can be introduced, with local buying functions being 
established, or full delegation to business units.

The TOM needs to be sufficiently detailed to enable 
you to begin to plan your transformation and to select 
the most appropriate tools and technology to support 
the new model:

• Organisation – Structure of the procurement function, 
e.g. centralised, de-centralised or centre-led. Specify 
locations and functions to be carried out by each 
organisational unit

• Strategy – Establish the vision, objectives, strategies 
and performance scorecards for each team

• Governance and control – Define executive 
oversight and how procurement interacts with the 

3. Design the 
Target Operating 
Model



wider business. Set appropriate procurement 
delegations that reflect value and risk. Establish 
compliance measures.

• People – Determine the numbers and type of 
each resource required.

• Processes – Outline the processes to be 
followed, including,

• E-procurement

• Spend Analytics

• Commercial Innovation

• Sourcing/Market Intelligence

• Supplier and contract management

• Invoice processing

• Technology – High-level specifications for the 
technology required to support the operating 
model. Specific decisions on platforms and 
software can be made later.



4. A Phased 
Approach

By comparing your ‘As-Is’ model to your TOM, you 
can create a roadmap of the change required and any 
technology requirements. To deliver the procurement 

vision and TOM the organisation will need to evolve. 
Consider a phased approach, each one building on the 
last until the vision is delivered:

CURRENT – Wave 1 

Establish the core foundation of a 
world class procurement function. 

Current buyers working in the 
business should report to the 
Head of Procurement, but still 
work within the Business area.

Establish a basic Governance 
hierarchy, PO approval rules, 
Contract Signature rules.

TRANSITION – Wave 2 

Create a Category team and  
Buyers structure.

Develop by Category, Supplier 
spend savings targets.

Deliver Procurement training – 
Concepts of Strategic Procurement, 
Auctions, Contract Creation.

Establish CSR, Supplier 
Performance Management 
Strategies & Policies.

VISION DELIVERY – Wave 3 

Establish a 3-year category 
plan in line with the 
Company Strategy

Tracking of Procurement 
delivered savings through to 
the P&L.

Use Spend Analytics to 
ensure the organisation is 
buying optimally.



Each business case for a S2P solution will differ 
depending on the size and type of business undertaking 
the change, and the scope of the work being 
undertaken in each phase. S2P is usually a long-term 
investment and building the basics on their own may 
not bring hard returns, but are a pre-requisite for 
delivering the final benefits.

5. Build the 
Business Case

The development of a detailed TOM 
will help to quantify the benefits and 
costs for the business case.



Benefits
The key benefits from implementing a world-class S2P 
system include:

• Control – The right way to buy is the easy way

• Visibility – of both financial and processing activity

• Compliance – with policy, budget and approval limits

• Efficiencies – Usually from automation of processes

• Savings – e.g. through negotiated pricing, agreed 
terms

These benefits are a mixture of hard and soft benefits. 
Hard benefits lend themselves to developing actual 
financial returns, whereas soft benefits are more difficult 
to quantify, although they can be just as compelling.

Examples of hard benefits are:

• Efficiencies – Reduction or redeployment of 
headcount through automation of activities such as 
invoice or purchase order processing

• Savings – Bringing more of the total spend under 
management, securing early payment discounts, or 
using group agreements

Soft benefits may include:

• Control – Better spend management

• Visibility – Improvement of cash management and 
forecasting

• Compliance – System-enforced limits on approvals 
and Sarbanes Oxley rules



Costs
As with benefits costs can be broken down into  
hard and soft:

Hard Costs

• Software and hardware – one-off and subscription/
maintenance costs

• Vendor’s implementation costs – External costs to 
include

• Implementation team

• 3rd party integration

• Solution Support

• Solution upgrades

• Client’s implementation costs – Internal costs, 
including

• Client implementation team

• Support desk

• Solution maintenance/upgrades, including testing

Soft Costs

• Client’s change management costs – including 
training and stakeholder engagement

You should also consider ‘Time to Value’ in your 
business case, with a clear understanding of when 
benefits are likely to be realised. Bear in mind that most 
value will be delivered in Wave 3 described above. 

The key factors to success should also be built into 
the plan:

• User adoption

• Supplier adoption

• Combining S2P with P2P



 +44 (20) 7400 6120    procurement@xoomworks.com

Talk to us now and find out how  
we can help you deliver change.


