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Procurement’s Rising
Influence: From

Cost-cutting Function
to Strategic Partner

The post-pandemic world has left few industries and roles
untouched. While government shutdowns are a thing of the

past, ongoing geopolitical volatility continues to disrupt global
supply chains. Concerns also abound around supplier risk and
cybersecurity breaches. Meanwhile, hyperinflation is pressuring
organizations to re-evaluate their pricing strategies. Businesses
must also keep pace with the evolution of generative artificial
intelligence (Al) to determine how to harness the technology’s
potential for innovation and remain competitive. Added to this mix
of concerns is the growing interest in and demand for sustainability

from customers, stakeholders and shareholders.

The growing importance of risk management, innovation, Al and
sustainability to businesses is reshaping board agendas and C-suite
priorities — and increasing the influence of procurement leaders.
Procurement today impacts overall business performance in an
unprecedented way, whether through identifying and vetting suppliers
that can provide cost-effective and sustainable product solutions or
enhancing the resilience and reliability of the supply chain.
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We interviewed several chief procurement officers (CPOs) to discover what these
developments mean for the procurement function, how it affects leaders and what
capabilities they will need to succeed. Here’s what we learned:

»  Procurement has moved from its traditional role as a tactical cost management
center toward a more strategic position. This shift requires CPOs to change how they
work and interact with other business functions and leaders.

»  Successful CPOs are thought leaders who can guide their organizations through
volatility; they are strategic, collaborative and flexible.

“Effective use of data by digitizing procurement and driving advanced analytics through
the use of Al tools have become the fundamental components of our strategic roadmap,”
said Lear Corporation Vice President and Global Leader of Sourcing Ajoy Unnikrishnan.
“I expect that this subject will increasingly become a point of discussion among top
executives at companies around the world.”

More broadly, our conversations affirmed that the CPO role is rapidly entering the
leadership spotlight and will remain there in the coming years.

The CPO as a strategic partner

Historically, CPOs met with C-suite leaders once or twice a year — that is changing.
Martha Buffington, former CPO at SC Johnson, who recently moved to an international
supply chain leadership role, said that interaction with the C-suite team has increased.
They expect procurement to come armed with information and strategic suggestions on
how the function could support organizational objectives. Buffington says procurement
has become more involved in sourcing locations and shipping routes in addition to
monthly commodity forecasts. “It’s all about having your finger on the pulse of what's
happening and how things are changing so you can look for and head off issues before
they happen,” she said.

As CPOs become more elevated within their organizations, they are gaining opportunities
to meaningfully shape their businesses, especially around risk management,
sustainability and Al.

As CPOs become more elevated within their

organizations, they are gaining opportunities to
meaningfully shape their businesses, especially
around risk management, sustainability and Al.
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Rethinking supply chain risk management

Lear’s Ajoy Unnikrishnan said procurement leaders have limited visibility into their supply
chains beyond their Tier 1 suppliers. Yet, most security breaches occur with the smaller
companies. Conflicting priorities and a fast-changing risk profile for the supply base are
probably the prime drivers for this challenge.

However, procurement leaders are rising to the challenges of this new business
environment. Risk management is becoming more strategic, and it can drive real
value across an enterprise, according to one senior procurement leader we spoke
with. Therefore, CPOs are changing their thinking and approach around supply chain
management to better protect their organizations against risks.

For instance, some procurement leaders are strengthening supplier relationships across
tiers so that they can better identify potential issues and their implications through
strategic planning and forecasting. Regular conversations with executives across business
functions can also help procurement leaders get a clearer picture of what kinds of risks
to look out for so they can establish appropriate strategies and countermeasures. As an
example, nearshoring (working with suppliers close by) and supply chain regionalization
are becoming more popular, helping businesses deliver products more quickly and

at a lower cost. The pandemic was a catalyst for companies to diversify suppliers and
thus mitigate risks inherent in single sourcing. Of course, procurement leaders should
continue to closely monitor world events, whether that’s a new regulation or geopolitical
turmoil, and maintain conversations with suppliers and internal teams, to assess how
events could affect their business — and what it will take to succeed.

Supporting sustainability goals

While sustainability has been on the board’s agenda for years, many organizations find

it challenging to uncover value and growth in that area. According to findings from a
recent Spencer Stuart survey of private and public board
members, 46% want more insight into identifying
sustainability opportunities.

Procurement leaders

can manage stakeholder

Procurement is well-positioned to make a real impact
in this area. Indeed, some CPOs have helped build a

expectations and defend supplier code of conduct that articulates sustainable

their function’s position and

practices and expectations for third-party suppliers.
This code of conduct can help organizations meet

recommendations around growing customer and shareholder expectations around
. e e e sustainability. CPOs can make changes in other areas as
SuStalnablhty Initiatives bY well to move the needle on sustainability. For example,
articulating the value certain they can critically assess whether vendor labor practices
. align with their company’s values, re-evaluate materials
programs can bl'll’lg to the and production strategies to reduce their contribution
broader business. to landfills and find strategic partners to help lower their
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organization’s carbon footprint.
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To be sure, CPOs are exposed to many different perspectives from across the
organization as to what is most important around sustainability and ESG more broadly.
These varied viewpoints can make it hard to establish and align on priorities. However,
procurement leaders can manage stakeholder expectations and defend their function’s
position and recommendations around sustainability initiatives by articulating the value
certain programs can bring to the broader business.

Unlocking value in Al through knowledge sharing and
collaboration

Organizations use multiple systems to manage procurement processes, from contracts
to supplier assessments, says Jennifer Browne, CPO of Salesforce. However, because
these systems don’t “talk to each other,” businesses cannot tap into the full potential

of their data. Al could turn their data into an asset for procurement. For example, by
using historical company data, an Al system could accelerate and automate processes
such as contract negotiation within certain parameters, onboard a supplier, vet them for
compliance, put them into a risk assessment, execute continuous risk monitoring and
initiate new agreements and bids.

To use Al appropriately and effectively, however, requires some due diligence. According
to our recent piece, “The Measure of Leadership,” half of CEOs surveyed report staying

up to date with Al developments and are actively assessing how their organizations

can use it. Procurement leaders can take a page out of that leadership playbook and be

proactive about educating themselves and evaluating
the technology’s risks and opportunities within the

We are focused on driving
collaboration with our
suppliers and customers
to deliver differentiated
business outcomes. We will
likely see more companies
hiring CPOs who not only
have advanced thinking
skills but can also
collaborate with teams
across the organization.”

AJOY UNNIKRISHNAN

VICE PRESIDENT AND GLOBAL LEADER OF SOURCING,

LEAR CORPORATION

function. To do this well, CPOs should get input from key
technology stakeholders within their organizations, which
include the chief technology officer (CTO) and chief data
officer (CDO). Indeed, the CDO will play a pivotal role in
ensuring Al systems are trained on the right quality and

quantity of data required to make informed decisions
and that procurement leaders have streamlined access.
Once CPOs are more knowledgeable about Al, they can
pilot small projects and evaluate outcomes before rolling
out sweeping changes. More broadly, procurement
leaders should remain engaged and curious, constantly
seeking out new information about Al from subject
matter experts and reflecting on how it might affect the
procurement function.
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The skills to succeed

The strategic CPO has that rare mixture of executive leadership skills alongside deep
procurement and business knowledge. “We are focused on driving collaboration

with our suppliers and customers to deliver differentiated business outcomes,” says
Unnikrishnan. “We will likely see more companies hiring CPOs who not only have
advanced thinking skills but can also collaborate with teams across the organization.”

Each of the CPOs we spoke with also highlighted the importance of agility-related
characteristics, such as flexibility and a desire to learn, which are vital amid complexity
and uncertainty. We'll look at some of those skills in more detail.

Humble curiosity and a desire to learn

CPOs must be humble and honest about what they don’t know as they get up to speed in
this volatile business landscape. At the same time, influential procurement leaders have a
hunger for learning. “You must have the intellectual athleticism to ask the right questions
to learn what you need to know,” says Salesforce’s Jennifer Browne.

You must have the intellectual athleticism to ask the
right questions to learn what you need to know.”

JENNIFER BROWNE
CPO, SALESFORCE

For example, CPOs must be able to zoom in and out of product deal contract
negotiations and identify what matters — and what doesn’t — to have informed,
strategic and tactical conversations. Furthermore, by becoming fluent in the topics
and ideas that matter to different stakeholders, CPOs can have more fruitful cross-
functional discussions.

Proactive and creative problem solvers, negotiators and
collaborators

Effective procurement leaders can speak the language of different roles, such as the
chief marketing officer or head of engineering. This helps them better understand the
motivations of various business partners and what’s most important to them. Armed
with this information, CPOs can develop different scenarios that lead to successful
outcomes based on priorities. Often, those recommendations might also require
negotiations with suppliers, budget owners and other stakeholders. Ultimately, CPOs
must be flexible, ready to adapt to evolving C-suite demands and changing priorities.
Knowing the ins and outs of their business can also help CPOs be more proactive,
identifying opportunities and issues before they become full-blown problems.
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Talent orchestration

Effective CPOs bring together people with different skills and backgrounds to create a
robust supply chain organization. It's no longer just about finding excellent negotiators
or sourcing experts; CPOs need a unique blend of disciplines on their teams, reflecting
a mixture of technical and interpersonal capabilities. Building a solid team also requires
procurement leaders to be honest about where they could improve and find people who
can fill in the gaps.

The road ahead

Given the growing influence and strategic importance of procurement,

it will be critical to develop procurement executives with the right mix of
leadership capabilities and mindsets and ensure they have access to top
leadership. Here are two questions to consider:

» How are we currently investing in the procurement function? Does
our development plan enable procurement leadership to move beyond
a focus on cost-cutting to develop strategic skills? Are we looking out-
side of procurement to functions where adjacent skills might exist?

» Who is our CPO reporting to? To be most effective, the CPO must have
a direct line to the C-suite and boardroom so they can participate in crit-
ical strategic conversations. The reporting structure should give them
a platform for success, whether by helping execute their recommenda-
tions or influencing change where necessary.

“While it may have taken COVID and the supply chain crisis to highlight the
importance of the procurement function, | think we are now on the right
track,” says Ajoy Unnikrishnan.
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About Spencer Stuart

At Spencer Stuart, we know that leadership has never mattered more. We are
trusted by organizations around the world to help them make the senior-level
leadership decisions that have a lasting impact on their enterprises, on their
stakeholders and the world around them. Through our executive search, board
and leadership advisory services, we help build and enhance high-performing
teams for select clients ranging from major multinationals to emerging com-
panies to nonprofit institutions.

Privately held since 1956, we focus on delivering knowledge, insight and
results through the collaborative efforts of a team of experts — now spanning
more than 70 offices, over 30 countries and more than 5o practice special-
ties. Boards and leaders consistently turn to Spencer Stuart to help address
their evolving leadership needs in areas such as senior-level executive search,
board recruitment, board effectiveness, succession planning, in-depth senior
management assessment, employee engagement and many other facets of
culture and organizational effectiveness, particularly in the context of the
changing stakeholder expectations of business today. For more information
on Spencer Stuart, please visit www.spencerstuart.com.
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