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BREXIT

Four ways Brexit
has rattled CPOs
With Brexit headlines continuing to dominate the
daily news, what have been the biggest lessons
for procurement leaders on how to approach
geopolitical risk?

Stockpiling can’t
solve everything

Michelle Perry
s cross-party Brexit talks collapsed, stockpiling reached
its highest level since
records began in the 1950s. A final
decision on Brexit looks like it has,
yet again, been thrust into the distance. But by now chief procurement
officers (CPOs), those charged with
ensuring businesses have enough raw
materials and goods, have learnt to
live beyond politicians’ promises.

A
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Uncertainty is certain
Procurement chiefs have learnt
quickly that they cannot count on
politicians. But they can control the
steady flow of goods and materials
to their organisations by risk-mapping and establishing alternatives.
Dairy Crest, a manufacturer of
British food brands, approved additional suppliers, extra sources of
material and alternatives by identifying pinch points in the supply
chain, ensuring greater flexibility.
CPO Chris Thomson reviewed
the stock management processes in
terms of ingredients and packaging,
factory planning processes and customer order to stock processes. All
these processes had been in place

Procurement teams have begun
to view geopolitical risk as an
unwanted yet permanent factor.
It’s no longer just the prospect
of Brexit that has procurement
officers grappling with greater
risk in their jobs. Any emerging
geopolitical risk poses potential
obstacles for global supply chains,
which over the past few decades
have become tightly interwoven.

for many years and were effective,
but Brexit made it necessary to
revisit all systems and processes.
“It’s been quite an interesting
experience to have a serious situation like this to open your eyes again
and to challenge some of the existing business processes,” he says.
He is not alone in his approach.
Neil Butters, head of procurement
at Inprova Group, says: “Before you
think big, think small. I'd been
trying to understand geopolitical
risk and Brexit and other areas,
and trying to work out how that
impacted my organisation. What
I ultimately decided to do was to
take a fresh view of my organisation and the risk factors, and map
them out.”

Ditch the silos
POs have become more rounded
business people as a result of
Brexit. They have had to work
more intensively with other teams
within their organisations, and
have had to explain what they are
doing to the board to ensure the
business can keep functioning and
fulfilling customers’ orders.
Like many companies, Dairy
Crest set up a cross-functional
leadership group focused on
medium to long-term Brexit
planning. In addition, the company established a standalone
cross-functional group focused
solely on preparing for Brexit Day.
They based their business planning on a hard Brexit, the worstcase scenario for many businesses.
“We really focused our efforts
on planning for the worst case
and knowing that if it didn't turn
out to be the reality, we would be
in a sensible position,” says
Dairy
Crest’s
Mr Thomson.
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Filling up warehouses with raw
materials and medicines is a shortterm solution. Stockpiling is an
option for some, but many do not
have the facilities to store surplus
stock and those with perishable
goods simply won’t be able to.
Longer-term stockpiling won’t fix
the challenges companies face over
trading with EU customers and suppliers. Moreover, the additional costs
of paying for the stock and then paying for warehousing that stock can
be crippling, particularly for smaller
businesses with fewer resources.

Earlier this year, door and window
manufacturer Origin began stockpiling aluminium extrusion from its
supplier based in northern Spain in
preparation for Brexit and disruption at the border. In total, the company stockpiled around £750,000worth of materials, which is not an
insignificant amount of money to
add to your inventory. And then
Brexit Day never came.
“Beyond the things you can't control, you're just trying to stay as flexible as you possibly can. We bought
more material to make sure we
could see ourselves through some
very short-term disruption at the
border,” says Origin’s Mr Ginger.
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Revisit systems
and processes
“Brexit has forced many CPOs and
their teams to look again at their
suppliers, local sourcing plans, local
versus international, and start to
make some decisions about what
their future supply should look
like,” says Duncan Brock, group
director at the Chartered Institute of
Procurement & Supply (CIPS).
Indeed, CPOs have been evaluating their supply chains at a more
granular level. Many procurement
teams have looked at what happens
in the supply chain beyond the first
contact with their own company.
The view is if they can understand
the risks posed at that distance,
then they will be able to manage
them before there is a direct impact
on their business.
“We
haven't
fundamentally
changed our sourcing approach.
What we have done is put a lot more
emphasis on our category management in our processes, and a lot more
emphasis on how far up the supply
chain we understand what's going
on,” says Dairy Crest’s Mr Thomson.
Localisation might help some
businesses, but switching to UK suppliers doesn’t always solve the problem. Establishing new suppliers has
its own challenges and is rarely a
seamless process, particularly if you
are sourcing a strategic supplier.

According to research by CIPS,
almost a quarter of companies it
surveyed were looking for alternative non-European Union suppliers.
But the study also showed that half
of British companies would struggle
to find the suppliers and skills they
need in the UK if they were forced to
bring parts of their supply chain back
home post-Brexit.
“Anybody who approaches their
suppliers in business as purely a
transactional thing misses the opportunity to work special situations and
to work closely together to manage
whatever it is thrown at us. We treat
our suppliers really as part of the business,” says Neil Ginger, chief executive of Origin, a UK manufacturer of
aluminium doors and windows.
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Commercial feature

Services
procurement:
it’s about value,
not just price
Insufficient visibility of services providers
is risky and lowers return on investment,
but spending wisely has become easier
than ever
rganisations are increasingly
looking beyond their direct
employees for new technology skills and expertise in business transformation. Some 42 per
cent of workforce spending is on the
external workforce, which comprises
contingent workers such as contractors, freelancers and temporary staff,
and services providers such as marketing agencies, consultancies and
law firms. That’s according to new
research by SAP Fieldglass, which
provides software that enables companies to optimise the use of their
external workforce.
Nearly two thirds of companies
(63 per cent) see the external workforce as an important way of boosting
organisational agility while, for a similar number (61 per cent), it’s a way of
increasing speed to market.
However, the research found that
despite the growing importance of
these services providers, too many
organisations are not managing them
effectively, and are wasting money and
exposing themselves to serious risk
as a result. On the other hand, those
who understand the importance of
services procurement are reaping
the rewards.
“We wanted to identify the true
business impact of services providers, since they are now involved in
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everything from marketing to IT and
accounts to customer service,” says
Molly Spatara, global vice president,
brand experience, SAP Ariba and
SAP Fieldglass. “There were various
pockets of research around services
procurement, but our aim was to
get a more complete picture, looking across industries and talking both
to the C-suite and to senior managers who have practical experience of
managing services providers, which
we call an invisible workforce.”
The findings of the study, Services
Procurement Insights 2019: The Big
Reveal, which was conducted in collaboration with Oxford Economics,
paint a worrying picture. While spending on services is huge, less than half
of research participants said they
were highly informed about the basics
of services providers, such as contract terms (48 per cent), where they
worked (44 per cent) and who was
doing the work (44 per cent). Even
fewer said they had clear insight into
how those projects actually go and
only a quarter (27 per cent) were highly
informed about progress against milestones or deliverables.
“These are basic questions, but if
you can’t answer them then how do
you really know what’s going on in your
organisation?” asks Sara Sullivan, vice
president, presales, SAP Fieldglass.

How technology can help
Most mid-size and large
organisations use human
resources systems to manage
their employees and many have
robust procurement solutions to
manage the financial aspects of
services provider engagements,
such as contracts, purchase
orders and invoicing. However,
many lack suitable technology to
manage services providers at an
operational level.
Sophisticated vendor
management solutions, or

VMS, make it much easier
for organisations to manage
services providers effectively.
For example, the best-in-class
solutions help companies
track quality of work, monitor
progress against milestones
and/or deliverables,
manage access to systems
and confidential company
information, and verify that
the people doing the work
have up-to-date certifications
and training.

We wanted to identify the true
business impact of services
providers, since they are now
involved in everything from
marketing to IT and accounts
to customer service — and
organisations spend huge
amounts on these services
Many organisations looking to improve
management of their external workforce start with contingent labour.
“When we asked the chief human
resources officer of one client about
the size of their contingent workforce they said, ‘We’re not sure, but
we think it’s about 6,000 people’.
After we’d deployed SAP Fieldglass,
we were able to tell them that, in
fact, it was over 17,000. That’s 11,000
more people working for them than
they knew about. That’s a lot of cost
and risk that wasn’t on their radar.
And they haven’t even begun to
address their services providers,” says
Ms Sullivan.
The company discovered that around
600 of this mystery 11,000 were sitting
in a research and development facility
on the other side of the world. “The key
here is that many organisations manage
a service by tracking it as a purchase
order, but very often they pay the invoice
while failing to monitor the people who

are supposed to be delivering the
service,” she says.
Ms Sullivan points to another case
involving a financial services company and one of their IT contractors.
“A particular project ended and the
purchase order was closed, but they
forgot to deactivate the contractors’
access. An unintended consequence
was that their company was exposed
to unnecessary and avoidable risk.”
But “illuminating your invisible
workforce,” as Ms Sullivan describes
it, goes beyond managing security
risks and driving down costs. “People
are more concerned about getting a
return on investment,” she says. “They
also care more about the quality of the
talent. One told me, ‘If I’m looking for
a consulting firm to develop a digital
strategy to reposition the business,
it’s really about the quality of their
work, not just how much I’m going to
pay for them. Cost is fourth or fifth on
the list of priorities’.”
A small but growing number of companies, which SAP Fieldglass calls
“pacesetters”, now regard their chief
procurement officer as a chief value
officer. “These chief value officers
are taking a more considered, strategic approach to engaging and managing services providers,” explains
Ms Spatara.
Representing
approximately
11
per cent of respondents to the SAP
Fieldglass survey, pacesetters have
a much more rigorous approach to
managing and extracting value from
their services providers than other
organisations do. Specifically, they
have greater visibility of services
providers, and they find it easier to
track aspects such as quality of work

42%

of workforce spend is on
the external workforce

Only

27%

of executives are highly
informed about services
providers’ progress against
milestones and/or deliverables

and digital security. In addition, their
external workforce helps them compete in a digital world and acts as a
vital source of digital skills.
“Another thing that struck us from
the research is that these organisations are collaborating at a much
higher level; they’re rising above
the silos,” says Ms Spatara. “They’re
exploiting the high-quality data
they have to improve collaboration
between departments. As a result,
they’re more agile, faster to market
and less exposed to risk. There’s
a great opportunity now for other
organisations to learn from them.”

To read the full study,
please visit fieldglass.com/
services-procurement-insights-2019

