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Creating Value For Your Business

Procurement Transformation is about Enabling Operational Excellence



Creating Value For Your Business
Procurement Transformation Is The Enabler For Operational Excellence

Procurement Transformation is about,

“creating a customer-focused enterprise to achieve increased effectiveness, efficiency,
& compliance”

which will result in significant financial benefit

Globalization, regulatory pressures, procurement automation, outsourcing, and supply
market instability have simultaneously elevated the procurement discipline and
increased supply management challenges.

Enhance Procurement’s value delivered
Contract re-negotiation
Implement Clear Procurement Operating Model

] =] ] =1 ATelas

Spot buying
Others 3%

Figure 2: Procurement strategies during tough economic conditions / Source Cap Gemini
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Creating Value For Your Business
Procurement Transformation Is The Enabler For Operational Excellence

Reduce costs by cost-effectively and

In order to be more competitive and excellent efficiently managing your end-to-end
In operational execution companies and their operational processes
business networks need to: Sustain superior performance by

ensuring continuous improvement of your
processes and systems

Deliver high-quality products or
services with integrated quality standards

Improve customer service by delivering

differentiate by consistently delivering
products or services to customers
more profitably, at the right cost,
quality, quantity, date and location.

on promises
Accelerate decision making with
KPIs: complete visibility on operations
- Profitability / Margin - Productivity performance
- Operating cost - Operating cycle-time Ensure business viability by complying
- Cost savings - Quality (goods gnd services) with legal mandates such as for
- Cost/unit - Number of quality defects environment, health and safety or e-
- Inventory days - Customer service level

invoicing compliance
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Creating Value For Your Business
Operational Excellence

Decreasing Increasing

Current External Revenues by D|d yOU knOW that a 5%
Income Statement ($ Millions) | Spend by 5% 5% o ,
@ Milions) | (s Milions) reduction in spend contributes
Revenues $1,000 |  $1,000 $1,050 to up to a 45% improvement in
Cost Margin $700 $677.50 $735 Net Income??
Selling General $200 $178 $210
and Administrative
Operating Income $100 $145 $105
Taxes at 38% $38 $55 $40 _
“Enabling Profitable Growth through Procurement:
Net Income $62 $90 $65 Transforming the Sourcing and Procurement
) Organization”, an SAP Insight paper by Vanessa C. Smith,

Change in Net Income Shruti Goel and Tushar Gulhane and published by the

ASUG/SAP Benchmarking and Best Practices program

Change in Net Income %

Benefits of Best Run Procurement Organizations
82% of spend under management

81% have automated the source to pay process (companies have achieved a 30% higher rate of cost
savings using automated spend analysis)

24% savings leakage by not integrating the source-negotiations-contract compliance process

Source — Aberdeen, CPO ‘s Agenda 2009
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Creating Value For Your Business
Early Involvement ...

Early involvement will enable Procurement to add value when the potential
impact is greatest

Traditional Involvement
Procurement invelvement in innovation

— = Product Development (R&D, marketing, etc.) tends

Cost redliction to involve suppliers early on
opporurities

= Procurement is involved once specifications are
(nearly} fixed and the potenlial impact on costs is
limited to negotiation gains

Innovation Driven Traditional - Late involvement of Procurement may speed up
Procurement Procurement initial design phases, but will reguire additional effort
Invelvement Involvement in later stages and it may cause conflicts

‘ Innovation Driven Involvement

= Innovation teams including early Procurement
involvement are critical to leverage supply market
capabilities from the start

[ Supplier Invohlvement

= A shared value proposition for the external client will
allow Procurement to focus on the right targets

Life cyd

valle
determined = Supplier involvement is based on the full life cycle

and is a based on a strategy balancing R&D and x
Congepl slage Projeci stape Prolohype stage Revision stage Product siage Procurement inlerests I
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Creating Value For Your Business - How To Do -
Integrated Strategic Sourcing and Procure To Pay

The business value from procurement is typically generated in the
strategic sourcing cycle and then delivered in the procurement order cycle

A

Procurement involvement in innovation
CPO
: : : ot
'\\_. \._. '\._.
|E|EI.'|ﬁfy \ Cap_ture \ [}ellwer \ b &
Savings f/ Savings f Savings / = ¥ $|

Contract Life-cycle

Spend Analysis Spend Analysis o S, B, S feasy

[ELELE

KFls KPls KFls KFls KPls
Costsavings Megotiated Cost Megotiated Cost Dperating cost Costsavings
Costof purchase savings savings Operating cycle- Costof purchase
Profitability time Profitability
Froductivity
Compliance with
Contracts
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Procurement Transformation

How and Where to Start...



Procurement Transformation
How and Where to Start ... https://valuemanagement.sap.com

SAP Value Management Center:
Increase On-Time, On-Budget, and On-Value
Performance

Benchmark the Health of Your Business

Identify Performance-Improvement
Opportunities
Diagnose Causes of Performance Gaps

Centralize Performance Assessment
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Procurement Transformation
How and Where to Start ... SAP’s Suggested Approach

How do we
compare?

1

What is the potential
value and return on
investment?

1

How do we get
there?

1

How do we
ensure
attainment of
expected value?

|

=
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Procurement Costs as % of
Spend
Performance :
Average Annual Savings
(Overall) (in %)

Benchmarking

Spend Managed Strategically
(Owverall) (in %)

Maverick Spend (Overall)
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SAP Procurement Portfolio
Integrated Solutions Enable the End-to-End Source-to-Pay Process

On premise
SAP

. i Contract Operational Invoice
Spend Analytics Sourcing  Management Procurement Management

Business process
outsourcing

On demand

SAP
Enabled through partners

New T
SAP Supplier
Lifecycle Mgmt ) )
On-premise rapid-
SAP Supplier deployment solutions

InfoNet
(OnDemand)

SAP Spend | | SAP | | SAP Invoice
Performance SAP Sourcing Contract SQEPSE";"P& Mamt by
Management Lifecycle Mgmt ‘ ‘ OpenText

SAP Data
Enrichment &
Classification
(OnDemand)

Supplier Connectivity via SUS and
SAP Information Interchange OD

SAP Commodity Procurement

> . 5 M, g [ - - ."/‘ \""
sccenfure 55T CCONE B Capeenii 77X Deloitte. HUBWGO 2
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Procurement Transformation
Procurement Solution Innovation by SAP’s 5 Market Categories

_ _ Contract Operational Invoice
Spend Analytics Sourcing Management Procurement Management

Newl!

SAP Supplier
\ Lifecycle Mgmt

SAP Supplier
InfoNet
(OnDemand)

SAP Spend | SAP | | SAP Invoice
Performance SAP Sourcing Contract Mgmt by
Management Lifecycle Mgmt OpenText

SAP Data z == =
Enrichment & Supplier Connectivity via SUS and
Classification SAP Information Interchange CD
(OnDemand)

- - SAP Commodity Procurement

Analytics Mobile Database &
Technology
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Procurement Transformation

Scenario Operational Procurement Excellence

Contract
Management

Invoice
Management

Operational

Spend Analytics Procurement

Sourcing

SAP Supplier
Lifecycle Mgmt

SAP Invoice
Mamt by
OpenText

SAP SRM &
SAP ERP

SAP Information Interchange QD
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Procurement Transformation
Scenario Integrated End to End Source to Pay Process

-
4
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Procurement Transformation

What do Analysts say about SAP in Procurement



SAP — A Leader

In The Procurement Market

SAP a Leader in
Forrester Wave™:
Procurement

Risky Strong
Bets  Contenders Performers Leaders
Strong
Capgemini —~ .
Procurement Services @ /\-A;_'_'Anba
Perfect Commerce% - LBasware
Hubwoo» * - ¢ Oracle E-Business
_/, L Suite
Oracle Pecplez?;fus j N SciQuest
{* JLawson
Current
offering
Market presence
_—
Weak
Weak Strategy Strong

SAP the #1 Ranked Provider

SRM Research 2010-11
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SAP a Leader in Magic
Quadrant™: Sourcing
Suites

challengers leaders
4
Ariba
Emptoris
Global eProcure BravoSolution
= lasta
1 SynecTrade
z Zycus Curtis Fitch
— PODMTODI Ivalua
AECsoft USA Fullstep

niche players visionaries

g

As of February 2010

SAP a Leader in
Forrester Wave™: CLM

Risky Strong

Category

Procurement Intelligence

Project Management

Sourcing

Electronic Tendering

by CapGemini:

eAuctioning

Supplier Management

Contract Management

Catalog

Operational Procurement

External Resources

Bets  Contenders Performers Leaders
Strong
Upside
A Software
Emptoris [ « | \
Selectica \;\ g '
o
J\riba;I
OpenText— . Oracle
—1 * E-Bus_iness
IMANY » Oy 1=
-, Symfact
Current Oracle PeopleSoft
offering
Market presence
e
. (o .
Weak
Weak Strategy # Strong
SAP Rank
5th
1st
1st
1st
1st
1st
1st
3rd
1st
3rd




CONSOL Fuels Its Future with SAP® Solutions

Why SAP Was Selected

Integration with SAP NetWeaver®
Business Warehouse for reporting

User familiarity with SAP® ERP

Low Total Cost of Ownership

QUICK FACTS Key Challenges

Control maverick procurement
CONSOL Energy Inc.

Industry: Mining

Revenue: US$4.7 hillion

Employees: 8,000

Headquarters: Canonsburg, Pennsylvania
Web site: www.consolenergy.com

SAP® solution and services: SAP Supplier
Relationship Management application
Implementation partner: Internal CONSOL
resources supplemented by the SAP
Consulting organization

Improve inventory and spend
visibility across CONSOL

Implementation Best Practices

. . i : Elimination of customized system
Alignment of business-driven project
with strategic company objectives Leveraging of existing IT

) ) ) infrastructure to increase value
Strong executive steering team with

monthly meetings Operational Benefits

Financial and Strategic Benefits US$25 million delivered value in
material and service spend*
Better-informed financial decisions
and collaboration with suppliers

resulting from visibility of data

40% reduction in paper invoices™

25% reduction in invoice errors due

“The ability to deliver sustainable
to e-procurement process

value to buyers, suppliers, and end
users can be achieved only
through the availability of good
data. We implemented SAP
software so that we could achieve
this goal.”

Darryl M. Husenits
Vice President, Material and Supply Chain Management
CONSOL Energy Inc.

Fact-based purchasing based on
approved commodities from
corporate-authorized catalogs

Lower total procurement costs
through automation and controls

Reduction in spend by tying
purchasing to budget checking

= &= CONSOL ENERGY

40% reduction in buyer-transacted
purchase orders*

Fully electronic bidding process”*



SAP SRM




Thank you

Visit Procurement Demo Pods: 3.3 Gustav Mahler llI
Procurement: S3

Commodity Procurement: S13

SAP Information Interchange OD: S11

Contact information:

Konstantin Penz, MBA

Vice President Procurement Strategy and Business Development
SAP AG

k.penz@sap.com
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