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Introduction
Cost based transformation in its broadest sense is more than just the procurement of goods and services;  it is an opportunity for an organisation to become a world class 
leader. Historically the purpose of the procurement function has been to identify and procure goods and services that articulate and elevate an organisations offering. 
In articulating the capabilities around the transformation of a business and being a key enabler to the generation of incremental profit, it now becomes the custodian 
of businesses third party risk and the appropriate mitigation of those risks.

This trend has been an evolving journey for the last 50 years.  In particular,  looking back at the statistics post 2008 when the world experienced the global financial 
crash; businesses have stepped up their levels of focus on the cost base. They have identified,  more than ever,  the need for appropriate, strategic partnerships and the 
necessity to embark on a journey of transformation.  Procurement has recognised that it needs to elevate itself beyond being just the traditional business function, and 
play a more strategic role in the organisation. Having a deeper understanding of what is core versus what is non-core,  buy in to an end to end remit for all third party 
expenditure, strategic partnerships and joint ventures are examples of an end to end remit.  This is what it takes to move to a world class procurement offering for a 
world class business. 

The current issue is that procurement as a function and 
capability hasn’t done enough to respond to the key business 
and transformation challenges of 21st Century enterprise.  In 
particular, some of the key challenges that procurement face are: 

• A volatile economic environment has made it harder to
achieve savings targets

• Limited commercial and strategic capability and bandwidth

• A shortfall in internal process performance 

• Regulatory challenges that govern pricing and availability issues

• Business heads demanding procurement delivers value,
growth and innovation without increasing costs

• Public Sector Budget cuts and impact on front line services

• Margin and profit focus requiring an enhanced focus on
internal and external costs

• Business restructuring and downsizing opportunities

In this current climate with organisations facing continued 
challenges around profit enhancement,  margin focus and achieving 
greater capability,  there has never been a better opportunity for 
procurement to raise its game.

A transformational journey
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So what is meant by world 
class?  
To identify what is meant by world class in procurement 
terms, there is a wealth of performance indicators 
around looking at the high level characteristics and 
behaviours and they include:

• How effective is the procurement function in the 
purchasing of goods and services

• Does the procurement function have the right
strategic supplier relationships in place that are 
innovative and are delivering year on year cost, 
quality and service benefits to the businesses
that it serves 

• Is the remit of the procurement function sufficiently 
broad enough for the business to support its
commercial propositions and aspirations for growth

• Is the functions remit as a profit enhancer and
risk mitigator across the commercial spectrum
recognised by the board

• Is the functions profile recognised as a strategic
commercial value add entity

These indicators identify the particular focus of 
procurement’s overall strategic commercial proposition, 
beyond the traditional areas of the function.  World 
class procurement has a responsibility to manage 
and influence all elements of an organisation’s third 
party spend. It also is recognised as a strategic player 
in the business, and is represented at board level 
alongside traditional board functions such as sales 
and technology. This enables the function to take on 
a broader capability,  and to become a profit enhancer 
and risk mitigator. 

Procurement becomes part of the broader strategic 
business conversation, and has a considered and 
valid input when significant business decisions are 
being considered at board level, such as insource vs 
outsource conversations.

How do you transform to a 
more strategic procurement 
business 
A typical procurement functions remit is to purchase 
goods and services for an organisation, where these 
activities are operating within a limited mandate.  From 
a transformational perspective, there are certain areas 
of spend that wouldn’t necessarily be considered part 
of this strategic approach, such as strategic  Marketing 
Services to include Advertising, PR and Market 
Research, Technology Deals, Property Acquisitions,  
Strategic Partnerships,  Restructuring,  Acquisitions  etc.

Procurement needs to be seen and positioned as a more 
valued partner in the organisation,  with a strategic role 
at the top table.

A focus on the right skills and capabilities

Your typical CPO or Head of Procurement has had a 
career that has included the roles of buyer and category 
manager, and has typically come from within the 
industry. FTSE Businesses require CPO’s to also have 
come from a broader based commercial background, 
multi industry expertise, global remit, multi skilled to 
include a second discipline of finance, law or a strategic 
business background.

Identifying procurement directors or commercial 
experts who have operated at an executive level over 
a cross section of businesses and discipline will help 
raise the procurement level and perception within 
the business, and help people realise the need for it. 

Understanding the operational mandate

It is essential to educate enterprise level organisations 
around the broader offerings of what procurement 
could be, and the further benefit it could be to the 
wider business. It needs to position procurement in 
a similar fashion to the role of a strategic commercial 
director and viewed as a function that is strategic and 
commercial, rather than just transactional. The directors 
of an enterprise organisation need to be taken on a 
journey, ensuring full board sponsorship as well as the 
support of its key strategic influencers. In particular:

• They need to show willingness to enable procurement 
to operate and to add value in the same way as finance
(in support of Complex Acquisitions for example)

• They need to be experienced in leveraging strategic 
partnerships, an understanding  and expertise of joint 
ventures, ensuring a sufficient level of insight into 
what a properly structured and skilled procurement 
function can potentially do and give to a business

• The journey to procurement in the boardroom needs 
to be supported by senior level coaching, coupled 
with strategy, policy and procedure direction setting

The need to invest to achieve the outcomes
Historically procurement was seen as a subset of the 
finance  function.  A world class procurement operation 
is seen at the same level,  as a peer to finance with its own 
mandate to help and support the business. There is still 
a journey to go,  and currently there are roughly 30-35% 
of FTSE 250 companies that are demonstrating certain 
aspects of strategic and commercial procurement and 
are being viewed by their boards as profit enhancers 
and credible custodians of all commercial and strategic 
relationships.

• Awareness and appetite - Invest in experience
and benefit from the education of what a strategic
procurement function could look like versus what 
the business has got used to over the years. Costs 
will be reduced when an effective business case 
is addressed.

• Capability – Need to ensure the right people are
in place with relevant cross industry experience 
in procurement, multi-disciplined, experienced 
in having a strategic oversight of business and its 
enablers and aligned with key stakeholder and
business influencers.   They need to understand and 
appreciate the value creation and risk mitigation 
it presents, and align the procurement strategy 
to the core business strategy and its key drivers.

• Remit – It is essential to have an end to end mandate 
to achieve successful and strategic partnerships 
and collaborations.  A typical procurement function 
has a brief to provide services in certain areas of 
expenditure and don’t necessarily have a wider 
remit into more strategically beneficial areas such 
as  restructuring, organisational downsizing , major 
profit enhancement initiatives and outsourcing. 
This function could also extend to areas such as 
developing more strategic partnerships, to include 
risk reward mechanisms, that award innovation 
and creativity, looking at the cost of a product right 
through the end to end cycle of the supply chain. 

• Sponsorship – How do you go about getting
sponsorship from the board to ensure that they 
buy into strategic procurement? Recognising a
problem is 50% of the solution. Usually triggered 
by a problem statement e.g. our margins have
been squeezed year on year. Business is getting 
harder and our competitors more innovative. It is 
important to make sure the board understands the 
business case, and is on a journey to understand 
and embrace procurement, ensuring the capability 
is used and perceived in the same way as finance 
etc. So? Having transacted your savings target
deliverables into measurable profit and margin
improvement.
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The prerequisite for World 
Class procurement
Going forward, it is expected that enterprise level 

organisations as a consequence of the complexity 

of their businesses (the size, market and economic 

pressures) will realise that procurement needs to be 

operating at the heart of the business. 

First and foremost, it is essential to have an aligned and 

fuelled procurement team with well-run processes in 

place to ensure that procurement earns its seat at an 

enterprise board level. Having the correct operating 

model in place is a good start. 

To achieve this, the need is to recognise and understand 

where the function currently sits and operates in 

the business, and have visibility of other companies 

and expectations within the industry that you are 

operating in. Diagnostic needs to be established to 

have visibility of the transformation steps needed to 

reposition, restructure and evaluate the procurement 

propositions. With the principles of keeping it simple 

and fit for purpose, whilst ensuring the specification 

reflects the business need, a world class procurement 

model is designed with the following considerations:

• Procurement Strategy– to define how to maximise

the value from possible suppliers and business 

partners in alignment with your corporate strategy.

• Internal Procurement Organisation – Need to

structure your team so that it is aligned to the strategy 

of the business and its functional directorates  and 

appropriately upskilled and resourced to be able 

to implement the procurement strategy.

• Stakeholder engagement – Board members will 

control the budgets and own their lines of business. 

Procurement needs to ensure the procurement 

strategy is aligned with the business strategy of 

these key influencers.

• Supplier Management – Need to be clear on

how to extract the maximum value from supplier 

relationships through improved performance 

measurement and capability development.

• Day to day purchasing – Needs to maximize the 

value delivery and operational efficiency.

• Information Management - Providing accurate

information to support sourcing decisions.

• Performance Management - Measuring

procurement process efficiency and effectiveness. 

From a human resources perspective,  at all times,  focusing 

on the personal and professional development of the 

procurement team,  and ensuring a comprehensive 

change management programme is in place.

Procurement Transformational 
Benefits
Developing world class procurement with a clear path to 

a commercially mature function delivers collaborative, 

digitally enabled,  procurement services for a variety of 

industry and sector specific transformations. Having 

a clear end to end remit that elevates procurement’s 

broader value proposition, will maximise shareholder 

value, drive profit enhancements, mitigate strategic 

risk, provide visibility and control of all third party 

and partnership contracts, and reduce the cost base.

In particular, organisations that take the first steps on this 

journey could expect to realise the following benefits:

• Profit enhancement:  A world class procurement 

function will have the ability to source through a 

strategic partnership model. It will benefit from

working with fewer suppliers, and gain the overall 

advantage of volume leverage. Costs savings would 

be achieved through economies of scale, whilst 

still driving innovation from supplier base. The

cost base would be transformed to lower baseline.

• Risk Mitigation:  Having clarity on who is entrusted 

with the custodianship of product and service

delivery is critical to the smooth running of a

business and its ability to service its customers.

Having strategic relationships in place and visibility 

of the levels of dependency on core partners

pre-empts any financial challenges and ensures 

a plan B is in place for any potential business risks.

At all times you are able to manage your supply 

chain exposure.

• Increased organisational profitability & efficiency: 
Through strategic sourcing, correct positioning

and a more efficient target operating model,

procurement plays a leading role in enhanced

profitability across the organisation.

• Commercial oversight: Organisation will ensure

visibility and control over the end to end procurement 

cycle and third party supplier dependences. With a 

more optimised supply chain, overall cost, quality 

and service improvement business benefits can be 

achieved. Indirect spend will be controlled with

the same rigour as direct spend.

• Complex acquisitions and partnerships:
Procurement plays a more substantive role in

the strategic costs of the organisations, from

Joint Ventures and BPO’s through to through

to 3rd party outsourcing. Maximum returns are

achieved with a strategic portfolio of partner

relationships and high levels of market intelligence. 

• Trusted Advisor: Procurement becomes a trusted 

advisor to the board and influences the appropriate 

commercial outcomes, strategy and direction of 

the business.

• Developing collaborative partnerships. Tomorrow’s

winners will be those who collaborate today. Leading 

firms, such as P&G, Apple, ASOS or Abel & Cole, are 

applying this concept to help their businesses

grow, tapping into the expertise and experience 

of their suppliers in order to create new products 

or services or to meet the needs of new markets. 

Sourcing becomes a more strategic function driven 

by those at the top; those involved will have the 

skills and experience to learn from past mistakes.

Having a procurement framework in place will 

ensure we approach transformation in a structured, 

systematic way, delivering measurable solutions that 

contribute to incremental profit enhancement and 

the mitigation of risk.
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Summary
If you want to be considered as a world class organisation, you absolutely need to have world class 
procurement as part of your portfolio. In the current financial climate, coupled with the uncertainties 
around Brexit and the need to compete on world political stage, there’s a compelling opportunity to act 
now. The opportunity is to make procurement the profit enhancing and risk mitigating function it needs 
to be. 

The business case is built against a background of margin pressure, shareholders demanding higher 
share prices and a more significant return on their investment, and this is the key driver to ensure the 
board sponsors the transformation journey. However, total and effective transformation can only happen 
if the entire Source-to-Pay function is addressed holistically. 

A credible procurement strategy is only as good as its ability to remain relevant to the business’s needs 
with aligned and complimentary systems, processes and policies that are relevant to the evolving needs 
of the business and its market differentiators.
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About Xoomworks
Xoomworks is a niche consultancy and outsourcing company that specialises  
in Procurement and Business Intelligence. Staff are based in UK and Europe 
 and consist of technical, business and behavioural consultants, and senior 
procurement staff. Our Complete Procurement proposition addresses both 
the mechanics and behaviours of Procurement that drive the greatest value for  
organisations.

Interested in finding out more
about Xoomworks Procurement?
Call us now on +44 20 7400 6120 or send an email to procurement@xoomworks.com
www.xoomworks.com/procurement
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Xoomworks’ Commercial Advisory and Strategic Sourcing offering aims 
to help our clients develop world class procurement functions, with a 
clear roadmap to a commercially mature; digitally enabled function and 
a true end to end remit.




