
1

7 Steps to Procurement Excellence



2

7 Steps to Procurement Excellence

Doing the right things add up

Making procurement work effectively within the business is not always as easy as it seems, which is 
why it pays to get the help you need when you need it.
But getting help is only worthwhile if it brings clarity and delivers benefit. That’s why we follow a 
simple 7 Step process to Procurement Excellence.

Step 1 – Vision & Strategic Alignment

Step 2 – Procurement Operating Model

Step 3 – Procurement Technology

Step 4 – Spend & Data Management

Step 5 – Contract Management

Step 6 – Supplier Management

Step 7 – Cost Down & Benefits Realisation
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Step 1

Vision & Strategic Alignment

Procurement as a business function needs to have a primary purpose, or mission, which is agreed and 
understood by all its stakeholders. To support this purpose, there should be a clear vision of how it will 
be achieved, a direction of travel and a comprehensive plan for the journey. Some details of this may 
have already been captured. Maybe the objectives have been defined and agreed, or possibly even 
implemented. But is everyone on board? How do you check you’re still heading in the right direction?

It is critically important that procurement is engaged and aligned with the overall strategy for the 
business or organisation it serves. To achieve this procurement needs to be  effective, consistent 
and high-performing.

Perhaps you’re already there, or at least well on the way. But how do you know? What do your 
key stakeholders and customers really think of procurement? How do you compare against other 
organisations’ procurement performance? Just asking how you’re doing is a good first step.

Things to consider: 

What do your key 
stakeholders and customers 
really think of procurement? 

How do you compare 
against other organisations’ 
procurement performance?

Just asking how you’re doing 
is a good first step.
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Step 2

Procurement Operating Model

Key to building a world-class procurement function is driving on-going behavioural and organizational 
high performance. This requires a clear strategic vision and must be supported by a strong foundation 
of people, processes, technology and information.
Xoomworks helps organisations achieve a Target Operating Model that covers all the elements 
necessary to be successful and sets in place the potential to achieve procurement excellence. These 
elements include:

Laying down the building blocks of procurement, such as:

 Policies and processes
 Supplier and contract management
 Systems and technologies

All need to be in place, but won’t in themselves guarantee success

Constructing an appropriate procurement organisation and continually measuring and
improving performance to ensure the building blocks of procurement are delivering to the
strategy.
Having a clear strategy, the right capabilities and a focus on engagement with the business -
these are what really makes the difference between those that are world class and those that
are not.
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Step 3

Procurement Technology

Technology in procurement is rapidly changing and evolving and it can be challenging to keep abreast 
of the latest developments. However, not all technology will necessarily be a good fit for your specific 
requirements, or for your particular business or procurement function. Technology should therefore 
be deployed thoughtfully and in a controlled fashion and not driven by the objectives of technology 
providers.
Developing a business case for specific technology deployments is a good discipline to adopt and 
should help to ensure that the technology delivers tangible benefits. These may include:

 Increased standardisation
Greater accuracy and consistency
 Improved efficiency

Technology costs can vary enormously and the expected benefits should be measurable, as far as 
possible. It may be that “best in class” technology is unaffordable but “good enough” for your business 
and will still take you forwards towards procurement excellence.
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Step 4

Spend & Data Management

Spend needs to be analysed for it to become visible and effectively managed. For spend to be analysed 
requires actual spend data. Sounds simple. It isn’t.

Often, even the largest organisations don’t have the capability to provide comprehensive and accurate 
spend visibility because:

 Spend data may exist on several systems
 Legacy and external systems and data sources can add to the challenge

Furthermore, spend data may not be effectively managed, which may result in issues such as 
duplication and a progressively worsening data position. This can arise through:

Use of different forms, input screens and other data capture facilities
Different process flows and authorisation limits / approvers
 Language variations, if your organisation is multilingual
 Integrations with other systems

So, the data within a system may have by-passed validation rules, integrity checks and hierarchy 
enforcements. However, industry articles suggest that a 2% improvement in pricing can be achieved 
from analysing spend.
No, it’s not simple but it’s a step worth taking

Poor spend visibility can dramatically reduce the performance of an 
organisation and can leave it exposed and vulnerable to:

Cashflow problems
 Low levels of spend under management
 Loss of revenue and profits
 Fractured systems / data management problems
Business decisions based on inaccurate data
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Step 5

Contract Management

Contracts are legal documents and must be fit for purpose. They are also living documents and 
therefore must be managed. Unmanaged contracts represent a significant exposure to risk for any 
organisation.

Great care must be taken in authoring and managing contracts and, once live, contracts should 
frequently be revisited to ensure that they continue to represent the scope and service levels to 
which they refer. Similarly, contract renewals should be actively managed and many procurement 
systems provide functionality to support this process.

Best practice procurement includes managing the whole contract lifecycle regardless of whether this 
is within a process or a system and should include:

Collating and regularly reviewing contracts
Recommending changes to existing contracts
Working with suppliers and category managers to draft new contracts

Things to consider: 

How well does your 
organisation manage 
contracts?

Could you put your hands 
on the top 20 contracts by 
value?
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Step 6

Supplier Management

Any organisation must actively manage its suppliers or face the possibility of catastrophic failure. As 
an absolute bare minimum, suppliers need to be managed in terms of performance. 

The basics of good supplier performance management, i.e. risk, service and contract, need to have 
appropriate controls in place and key performance measures established against agreed service level 
agreements. Examples of these controls include:

 Financial stability and compliance checks
 Supplier audits
Business continuity
 Supplier exit strategy
Regular review meetings
Management information, e.g. KPIs

A consistent approach should be defined and adopted for managing supplier performance. Once 
this is established there is potential to develop the relationship with suppliers towards identifying 
opportunities to enhance value. As the relationship with suppliers evolves value can continue to 
increase and has the potential to lead towards closer cooperation between the buying organisation 
and its suppliers. Taking this development onwards increases value to both organisations and in the 
best examples can lead to:

Collaborative working based on mutual trust
Alignment of business strategies
 Innovation
Competitive advantage

Close, collaborative relationships 
with suppliers take time to establish 
but the journey should start by 
establishing a solid foundation of 
supplier performance management.
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Step 7

Cost Down & Benefits Realisation

Cost savings are always a high priority for procurement and every procurement professional’s agenda 
will include cost savings at some point. There are many tools, techniques and tactics which can be 
used to generate cost savings but effective cost savings activities are not carried out in isolation; 
most are interdependent and should form the components of a comprehensive, multi-dimensional 
cost down programme if the savings are to be maximised.

Cost down is not just a sourcing programme. A cost down programme covers an intensive, focused 
engagement period where targets are identified covering very specific cost savings, cost avoidance 
and efficiency savings. The achievement of these aims must not be to the detriment of the required 
standards of product and service quality, and time-sensitive activities such as negotiation must be 
fully considered when planning such a programme.

The scope and duration of a cost-down programme should be clearly defined and can cover a wide 
range of activities, including but not limited to:

 Specific savings targets
Consolidation of suppliers and deliveries
 Purchasing from agreed catalogues
Reviewing suppliers’ terms and conditions

Benefits of a cost down programme may include:

 Increased scale of cost savings
Rapid realisation of cost savings
 Improved understanding of spend
 Increased spend under management
 Improved awareness of categories / 
markets
 Enhanced reputation of procurement 
within the organisation
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Key Questions

What is your vision for procurement?
 Is procurement aligned with the business?
 Is the team motivated to succeed?

Are you organised for success?
Does your team have the right skills?
Do you have a governance policy?

Do you have the technology you need?
 Is procurement efficient?
Are procurement processes automated?

Do you know how much you spend?
Does your business have the right data?
Are you using the data correctly?

How much risk are you exposed to?
Are your contracts valid?
Do you use the right Terms & Conditions?

Do you have the right supplier strategies?
Do your suppliers give you competitive advantage?

Are you delivering enough value?
 Is procurement viewed positively?
Do you have high staff retention?

7 Step Health Check

Step 1 – Vision & Strategic Alignment

Step 2 – Procurement Operating Model

Step 3 – Procurement Technology

Step 4 – Spend & Data Management

Step 5 – Contract Management

Step 6 – Supplier Management

Step 7 – Cost Down & Benefits Realisation
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Summary

Following the 7 steps outlined above will take you on a journey of improvement and increased 
effectiveness for your procurement function. How you conduct the steps may vary, and you may 
place greater emphasis on some and put others to one side. Maybe you have already addressed some 
of the steps and feel that you’re currently running an efficient and streamlined procurement function. 
But there is always room for improvement.

Imagine a procurement function where:

 Everyone understands the vision and is aligned with the strategy to deliver it.
All organisational components are in place, people have the right skills and are motivated to
consistently deliver high performance.
 Technology is effectively deployed and enhances the accuracy and efficiency of procurement.
 Spend information is accurate, up-to-date and readily available to support procurement and
business decisions.
Contracts are all under lifecycle management and are consistently fit for purpose.
 Suppliers’ performance is managed, relationships are strong and innovation is flowing through
mutual alignment of strategies.
 Procurement consistently delivers cost-savings to the business whilst maintaining reliability,
accuracy and quality of goods and services provision.

This is procurement excellence.
Are you there yet? 
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About Xoomworks

As a leading procurement consultancy we work with a range of global to mid-sized organisations in 
UK, Europe, the Middle East, Africa and the US to effect procurement transformation.
We specialise in working with organisations to improve their procurement functions from being old-
world cost centres to innovative revenue generators. Our procurement strategies concentrate on 
changing behaviours as much as focusing on changing processes and systems, we achieve remarkable 
results.

Our team of over 100 professionals consists of experts in the key leading procurement technologies, 
ex-industry procurement heads and senior procurement change consultants.

Our strong mix of technical, business and industry experience positions us to help you achieve 
measurable and sustainable results. We engage at all levels with our clients to build strong, long-
lasting relationships as trusted advisors.

Our Approach

We know that the best procurement organisations in the world are valuable corporate assets, not only 
do they deliver savings, reduce risks, and create better value for money, they model future events, 
improve their organisation’s image, and even increase sales, moving from old-world cost centres to 
innovative, value-adding revenue generators.

We guide organisation through this transformation by first looking at what we call the mechanics: the 
implementation of technology, process, polices and changes to the organisation structure.
We then build on this solid foundation by focusing on the way people behave and interact with 
the mechanics. These behaviours are outward-facing elements of procurement relating to brand and 
direction, employee management, stakeholder engagement and performance improvement.
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