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Abstract

This paper delves into the transformative role of procurement in modern corporate structures,
especially in North American businesses, highlighting its evolution from a transactional function to
a strategic asset within organisations. The core aim is to explore how technological advancements,
particularly in data analytics and cognitive artificial intelligence (Al), are redefining procurement’s
role, facilitating cross-functional collaboration and driving innovative practices. The scope of this
paper encompasses the historical perspective of procurement’s underestimated strategic potential,
its current integration into various organisational facets and the profound impact of Al and data
analytics in enhancing procurement’s efficacy and strategic value. Readers can expect to gain a
comprehensive understanding of the strategic transformation of procurement, particularly how

it has moved beyond traditional cost management to become a central player in innovation, risk
management and sustainability efforts. The paper provides insights into the practical applications
of data analytics and Al in procurement, showcasing how these technologies enable predictive
decision making, enhance supplier relationship management and contribute to effective risk
assessments and budget forecasting. The paper also underscores procurement’s growing influence
in strategic decision making and its critical role in fostering cross-functional partnerships. Readers
will also learn about the increasing importance of trust and ethical practices in procurement,
reinforcing their position as a vital component of organisational success. Ultimately, the reader will
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be equipped with the essential knowledge to understand the evolving landscape of procurement,
its strategic implications and the potential of Al and data analytics in shaping future procurement

practices.
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procurement, supply chain innovation, data-driven procurement

EMBRACING A NEW ERA OF
STRATEGIC COLLABORATION
AND INNOVATION

In the complex network of corporate
operations, the procurement function has
traditionally been seen as a separate entity,
often considered as a mere transactional
cornerstone instead of a strategic asset.
With technological advancements and the
increasing need for integrated business
operations, however, procurement is
now playing a leading role in driving
transformative cross-functional partner-
ships within organisations across North
America. This evolution is not just a
testament to the changing times, but a
wake-up call for procurement profes-
sionals to leverage data analytics and
cognitive artificial intelligence (AI) to
redefine the very essence of their roles.
By breaking down historical barriers and
fostering a symbiotic relationship with
other departments, procurement is poised
to drive unparalleled value and impact.
Historically, procurement’s potential
for contributing strategically to the
organisation has been underestimated
and often confined to the tactical aspects
of cost management and supplier negoti-
ation. Procurement’s challenge has been
twofold: internally, to shift the organi-
sational perception of procurement as
solely a savings department; and exter-
nally, to engage with and influence other
departments that might not recognise
procurement’s broader strategic value.
The obvious benefits of integrating

procurement into cross-functional teams
are substantial. By engaging early in the
strategic planning process, procurement
can leverage its market knowledge to
influence product development, risk
management and innovation. The ability
to provide actionable intelligence from
a procurement perspective means that
procurement professionals can contribute
to cost optimisation, quality improvement
and sustainability initiatives that benefit
the entire organisation. Additionally,
cross-functional  collaboration  spear-
headed by procurement can lead to
enhanced supplier relationships, yielding
advantages such as access to innovation,
shared risk management and collaborative
problem solving that extend beyond the
traditional buyer-seller dynamic.'

In pursuit of such excellence, this
paper will recap the progression of cross-
functional collaborations in procurement,
highlight the practical applications of data
analytics and cognitive Al that have already
proven to be successful and illuminate the
path forward with practical intelligence.
As we explore this topic, let us anchor
ourselves to a fundamental truth — that
true collaboration in procurement is a
two-way street built on trust, transparency
and a genuine investment in mutual success.

THE EVOLUTION OF CROSS-
FUNCTIONAL COLLABORATION
IN PROCUREMENT

The  strategic  transformation  of
procurement from a simple cost centre to
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a vital hub of collaborative innovation is
testament to the discipline’s adaptability
and increasing value within organi-
sations.  Historically,
role was relegated to the transactional
end of business operations, primarily
focused on cost reduction and opera-
tional efficiency. The last two decades,

however, have marked a pronounced

procurement’s

shift in this perception, especially within
North American companies. A common
perception of procurement from other
departments in an organisation has been
that procurement often receives criticism
for utilising antiquated and discon-
nected technology, possessing policies
and procedures that are challenging to
comprehend, offering limited insights
into purchasing activities and generally
adding to frustration rather than
reducing it.

Perceptions are slowly changing in
this area and there is now a clear trend
in North America regarding procure-
ment’s growing involvement in strategic
decision making. Most procurement
that  early
engagement with procurement typically
leads to a significant improvement in
project outcomes.

Procurement’s evolution has been
particularly influenced by the integration

leaders already  know

of technology into business processes.
Digital transformations in the last few
years have been a significant catalyst
in redefining the role of procurement
today. This technological progression
enabled procurement
strategic partner, capable of leveraging
digital tools to influence decisions and
drive business value from the earliest
stages of project conception.

For instance, a Deloitte? report under-
scores how procurement is no longer
just about sourcing goods and services
but is an integral player in innovation,

to become a

sustainability and risk management. This
is especially relevant in North America’s
fast-paced and innovation-driven markets
where procurement’s involvement is
critical in steering strategic initiatives
such as mergers and acquisitions (M&A),
sustainability efforts and new product
development.
Cross-functional collaboration
within
no longer optional but a necessity to
remain competitive. This point is further
explained in a case study by McKinsey
& Company, which examined procure-

ment’s importance in generating value for

procurement departments is

an organisation.’ The article revealed that
in the last few years, chief procurement
officers (CPOs) have become indispen-
sable partners for enterprise leadership,
given how successfully they navigated
the uncertainties of the last three years.
The shift towards a more integrated
procurement function is also evident
in the increasing number of CPOs
reporting directly to chief executive
officers (CEOs), which has
substantially in the last five years. This

grown

structural change within organisations
underscores  procurement’s
strategic importance, enabling direct
communication and collaboration with
top-level management and other depart-
ments, thereby facilitating a unified
strategic vision throughout the company.

Additionally, procurement’s
is shifting towards a more internal
customer focus, which will have an
impact on all areas of procurement, such
as people, processes and systems. The
goal of procurement is to evolve into an
authentic business collaborator, moving
beyond the role of a mere watchdog of

enhanced

focus

expenditures.
As  procurement  continues  to
evolve  within  the  organisational

hierarchy, its ability to influence and
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drive cross-functional collaboration 1is
becoming more pronounced. We expect
the modern procurement professional to
be a strategist, a technologist and a collab-
orator, roles that are critical in ensuring
that procurement not only contributes
to but also shapes the direction of the
company’s growth and innovation
pathways.

DATA ANALYTICS: A KEY
DRIVER IN CROSS-FUNCTIONAL
STRATEGIES

The increased investment in digital
technologies and data analytics has
revolutionised the way procurement
departments forge and maintain cross-
functional strategies. The procurement
function, once siloed and reactive, has
been transformed into a proactive, data-
driven powerhouse capable of predictive
and strategic decision making. Today’s
procurement teams use these newer
digital technologies and the data analytics
generated by them not only to optimise
costs but also to drive business intel-
ligence across various organisational
domains.

The Hackett Group’s 2023 research
paper, ‘Resilience: The Digital World
Class Procurement Advantage’, highlights
the increased investment and cost in
technology that world-class procurement
organisations today are seeing in
comparison to their peer groups.* Their
examination of procurement operating
expenses relative to spend reveals that
top-performing procurement organis-
ations incur technology costs that are
38 per cent higher than those of their
counterparts (see Figure 1). This shows
the commitment of high-performing
procurement entities to invest in
technology. Such investments not only
streamline transactional processing but

Cost index*

100 79
47
95
Peer group Digital world class

M Labour M Outsourcing

M Technology
M Facilites, travel and other

FIGURE 1 The Digital World Class cost advantage.®
Note: The baseline cost or full-time equivalent (FTE) level
of peers corresponds to an index value of 100 for each
cost or FTE category. So, for example, an index value of
75 for Digital World Class labour represents a 25 per cent
lower labour costs than peers

also facilitate strategic procurement tasks.
This includes the adoption of advanced
features such as category management
solutions, project pipelines and savings
dashboards, as well as advanced
solutions for managing supplier risk and
performance.

In the North American market,
procurement teams are now leveraging
data analytics to gain insights into
supplier performance, market trends
and consumer behaviours, thus shaping
corporate strategies in tandem with other
departments. Many companies in North
America have used advanced spend
analytics and saved billions through
strategic sourcing and supplier consoli-
dation initiatives. These types of results
have positively affected the collaborative
efforts between procurement and finance
departments.
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Moreover, data analytics facilitates
a more nuanced understanding of risk
management — a crucial aspect of the
modern business landscape. For example,
companies utilising analytics for risk
assessment are more likely to experience
higher performance in their supply
chain resilience. Procurement depart-
ments, by harnessing these analytics, can
provide critical insights that enhance the
organisation’s risk profile and enable a
synchronised risk approach across various
departments, such as finance, legal and
operations. Deloitte’s survey® highlights
organisations that
orchestrate value are involved much
more in the risk management process
(see Figure 2).

Additionally, the integration of spend
analytics may also extend into product
development and customer relationship
management, where such collaboration
with procurement helps ensure that
new products are not only innovative

how procurement

but also cost-effective and market
responsive.
Furthermore, predictive analytics

are becoming an indispensable tool for
demand forecasting. Research suggests
that companies employing predictive
analytics in procurement have experi-
enced double-digit improvements in
forecast accuracy, allowing for better
alignment with sales and operations
planning (S&OP). This accuracy directly

Business area Orchestrators of Value

E5SG 100%

Risk 95%

Make vs. buy 83%
Outsourcing/offshoring 950
Planning and budgeting 93%

contributes to inventory optimisation,
reducing holding costs and minimising
stock-outs or overstock situations.

In the realm of indirect procurement,
where purchases are not linked to a
company’s product but are essential for
operations, analytics have been instru-
mental in
opportunities while maintaining quality
and supplier relationships. Procurement
teams working in tandem with depart-
ments such as information technology
(IT) and human resources (HR) can
employ data analytics to make informed
decisions about purchasing office supplies,
software or recruitment services.

uncovering  cost-saving

COGNITIVE Al: ELEVATING
PROCUREMENT’S STRATEGIC
ROLE

Cognitive Al, with its ability to mimic
human thought processes in a comput-
erised model, is propelling procurement
into a new class of strategic relevance.
Where traditional analytical methods
fall short, cognitive Al excels, handling
complex, voluminous data sets with
speed accuracy far exceeding
human capabilities. In procurement,
cognitive Al’s machine learning (ML),
natural language processing (NLP)
and predictive analytics are redefining

and

efficiency, foresight and decision
making.
Followers Decision
78% Managing external ESG
63% Third-party risk management
64% Product/service sourcing
60% Process sourcing
66% Supply to support spend

FIGURE 2 Companies citing procurement as always or often involved’
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Within the North American market,
cognitive Al is being harnessed to
optimise supply chain logistics, predict
market fluctuations and personalise
stakeholder engagement, which fosters
deeper cross-functional partnerships.
For instance, cognitive Al systems are
now enabling some retail companies to
predict supply chain disruptions with
greater accuracy, significantly reducing
downtime and fostering a collaborative
environment with their logistics and sales
departments to proactively manage and
mitigate potential impacts.

Cognitive ATs influence extends to
enhancing the supplier selection process.
By analysing supplier data, including
past performance, credit scores and
market dynamics, Al systems can
provide procurement professionals with
comprehensive insights, leading to
more informed and strategic supplier
relationships. These systems facilitate a
collaborative selection process that aligns
with the strategic objectives of multiple
departments, such as finance and opera-
tions, ensuring that the suppliers chosen
are not only cost-effective but also
strategically aligned with broader organ-
isational goals.

In the realm of risk management,
cognitive Al can sift through global news,
financial reports and online databases
to identify risks that might affect the
supply chain or contractual obligations.
Companies that typically implement Al
in their risk assessments reduce their
exposure to supply chain risks, thereby
strengthening the procurement function
as a central node in enterprise-wide risk
management strategies.

Moreover, cognitive Al’s predictive
capabilities are revolutionising procure-
ment’s role in budgeting and financial
forecasting. Al-powered predictive models
can now enhance budget forecast accuracy,

enabling procurement to provide value-
added insights to finance and contribute
to the financial planning process.

Cognitive Al systems, such as IBM’s
Watson, are capable of understanding,
reasoning and learning from data in a way
that mimics human thought processes.
In procurement, such systems can
provide actionable insights into spending
patterns, supplier performance and
market trends, thereby enabling better
strategic decisions. Deloitte’s survey® also
highlights the level of deployment of
next-generation technologies versus their
impact (see Figure 3).

There are many examples today of
innovative solutions in the market that
apply Al to improve spend management.
They help identify savings opportunities
and improve efficiency by providing
procurement and finance teams with
shared platforms for managing expenses,
thus fostering cross-departmental
collaboration.

Similarly, there are many solutions
today thatuse ML algorithms to transform
data into strategic procurement insights,
facilitating  collaboration  between
procurement and other departments
such as finance and operations. Al and
ML provide the ability to analyse large
data sets which helps identify trends
and anomalies, which can be crucial for
strategic planning and risk management.

Other intelligent procurement
solutions today use Al to automate the
entire procurement process, reducing
manual work and allowing procurement
professionals to focus on building strategic
partnerships with other departments. By
automating data analysis and transactional
processes, these tools enable procurement
to act as a strategic adviser to the business
rather than an administrative function.

These cognitive Al solutions demon-
strate the potential of technology to not
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FIGURE 3 Level of deployment of next-generation versus impact score®

only improve procurement functions but
also to enable deeper and more strategic
partnerships with other departments.
By leveraging the predictive power of
Al, procurement can transition from a
supportive role to a central strategic pillar
within the organisation.

Finally, the integration of cognitive
Al in procurement processes aids in the
shift from transactional operations to
strategic planning and innovation. By
automating routine tasks, procurement
professionals can refocus their efforts
on strategic initiatives that drive value
creation and sustainable growth, such
as developing new sourcing strategies,
exploring innovative supplier partner-
ships and promoting corporate social
responsibility (CSR) efforts.

THE POWER OF PROCUREMENT
COLLABORATION

Practical applications of cross-functional
collaboration in procurement can yield
significant success stories demonstrating
this strategic approach’s tangible benefits.
By studying numerous examples, we learn
how procurement’s partnership with
other departments can drive value and
have a positive impact on organisations.

An example of a practical application
is the alignment of procurement with
the organisation’s talent management
goals. The HR and talent management
group of a leading consumer goods
company worked with procurement to
develop a strategic sourcing plan for
the digital transformation of the talent
management function. By collaborating
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with the HR and talent management
departments, procurement was instru-
mental in sourcing the latest technology
in talent management, which resulted in
a significant reduction in talent sourcing
costs and a notable improvement in the
company’s new hire satisfaction levels.
This successful collaboration built a
bridge that allowed for other successful
projects between the two departments. A
level of trust was built which enabled the
two groups to work together without the
typical silo mentalities that are still far
too common in enterprises today.

In anotable case, the procurement team
of a leading food and beverage enterprise
collaborated closely with their marketing
division. Their goal was to gain a deeper
understanding of their target consumers
and explore new Al technologies capable
of developing precise customer personas.
This strategic alliance significantly refined
their marketing strategies, leading to
reduced customer acquisition costs and an
increase in sales. By selecting the optimal
Al solution, they achieved a landmark
success: for the first time, the marketing
team was able to craft detailed customer
personas, enabling a more effective
allocation of their marketing budget to
the areas yielding the highest returns.

This fruitful partnership demon-
strated that procurement and marketing
could not only work in harmony but also
thrive together. Procurement emerged as
a gateway to fresh ideas and cutting-edge
technologies. Following this success, it
became a regular practice to include the
procurement department in subsequent
marketing projects, especially those that
demanded a methodical approach and
a willingness to embrace the rapidly
evolving Al technologies in the market.

Additionally, as detailed in a separate
case study by Johnsen,' the introduction
of supplier innovation programmes

can also highlight how procurement
can drive value beyond cost savings.
This case study of a multinational
manufacturing company showed how
they leveraged the procurement team’s
relationships to encourage suppliers to
propose innovative solutions for product
development. The collaboration resulted
in a measurable improvement in product
performance and a significant increase in
supplier-initiated innovations.

We can see another practical appli-
cation in the role that procurement can
play in driving today’s sustainability
initiatives, by collaborating with the ESG
team to integrate sustainability criteria
into the organisation’s supplier selection
and management processes. This collab-
oration can lead to the development of
supplier scorecards that include sustain-
ability performance. The impact on the
organisation can extend well beyond cost
savings by improving its sustainability
ratings, enhancing its reputation and
aligning with its overall corporate social
responsibility goals.

These examples illustrate the wide-
ranging impact of cross-functional
collaboration in procurement, from talent
management and innovation to sustain-
ability, highlighting how procurement
can transcend traditional roles and drive
significant value in various organisa-
tional aspects.

BUILDING TRUST AND MUTUAL
SUCCESS

Trust is the cornerstone of any successful
cross-functional partnership. In
procurement, building trust with other
departments is pivotal in establishing
the credibility necessary for collaborative
success. This mutual trust leads to shared
success by aligning goals and fostering a
culture of cooperation and transparency.
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Sadly, all too often, executives tend
to see procurement as essentially about
negotiating, while procurement wants to
create value and competitive advantage
for its business partners. A misaligned
perception has existed for far too long
when it comes to procurement roles
and responsibilities. This also has trans-
lated into a deficit of trust due to the
misalignment of priorities and measure-
ments (see Figure 4). This often has
caused tensions and disagreements to
arise, because there is one primary
metric that procurement is measured on
and which it has historically emphasised
above all else when presenting results or
promoting itself: savings.

Aninfluentialstudy by Zaheeretal.'* has
laid the foundation for understanding the
mechanics of trust in inter-organisational
relationships. They argued that trust
develops from consistent and reliable
interactions, which procurement must
establish with cross-functional partners
to ensure collaborative initiatives thrive.

Formal
contracts
VS.
trusted
relationships |

Competitive
market
solutions

FIGURE 4 Deficit of trust

“DEFICIT OF
TRUST”

Tactical

strategic

To be more specific, Vlaar et al.” has
explored how trust facilitates knowledge
sharing between departments, a critical
element of successful cross-functional
collaboration. For example, procurement
can build trust by sharing market insights
and supplier information with research
and development (R&D), thereby
aiding in informed decision making and
innovation.

The significance of trust is
evident in the context of negotiation and
conflict resolution. Another study by
Malhotra and Lumineau™ underscores
the importance of trust in achieving
mutually beneficial outcomes in inter-
departmental negotiations. The research
suggests that when procurement acts as a
mediator and trusted ally, the likelihood
of achieving a outcome
increases.

also

win—win

Furthermore, the role of procurement
in building trust through ethical practices
cannot be overstated. In another paper by
Carter and Jennings,” they highlighted

Acting
strategically
and
measuring
tactically

'Manipulated
calculations

Strategic
spending
VS.
operating
budgets

© HENRY STEWART PUBLICATIONS 2516-1814 JOURNAL OF SUPPLY CHAIN MANAGEMENT, LOGISTICS AND PROCUREMENT VOL. 6, NO. 4, 319-329 SUMMER 2024

327



Rice

that ethical behaviour by procurement
professionals not only enhances depart-
mental trust but also contributes to the
company’s overall ethical climate. When
procurement promotes ethical sourcing
and transparent spending, it reinforces
trust across the organisation.

Trust in procurement is often a result
of perceived competence and value
addition. Cross-functional teams that
include procurement professionals with
high competence in analytics and market
knowledge are typically more successful
in strategic projects. Procurement’s
contributions are likely to improve
the bottom line, thereby showing how
competence builds trust and contributes
to mutual success. Figure 5 depicts the
seven keys that procurement’s business
partners typically will look for in their
trusted advisers.

SHAPING THE FUTURE:
STRATEGIC IMPERATIVES FOR
MODERN PROCUREMENT

In conclusion, procurement professionals
must recognise the indispensable role of
cross-functional collaboration as a driver

Conviction

Stakeholder’s integrity

values best interests

FIGURE 5 Seven keys to becoming a trusted adviser

of organisational value and impact. The
overwhelming evidence underscores
the necessity for procurement leaders to
forge strategic partnerships across depart-
ments, leveraging shared knowledge,
trust and mutual objectives to drive
innovation and sustainable success. The
transition of procurement towards a more
internal customer-focused approach will
undoubtedly transform both the role and
behaviour of procurement.

I encourage procurement professionals
to consider the following actionable
strategies:

1. Implement  regular  knowledge-sharing
sessions:  As highlighted previously,
knowledge transfer between depart-
ments is critical for innovation and
performance. Procurement leaders
need to establish routine inter-
departmental meetings to discuss
market trends, supplier innovations
and category strategies, ensuring all
functions are aligned and informed;

2. Develop joint performance metrics: The
importance of shared metrics in
aligning objectives and performance
has been well researched. By devel-
oping and tracking joint metrics,
procurement can align its goals with
those of its cross-functional partners,
fostering a shared sense of account-
ability and success;

3. Invest in trust-building initiatives: Trust
is the foundation of collaboration.
Procurement must invest in building
trust through transparency, consistent
communication and delivering on
promises, thereby ensuring that
collaborations are effective and yield
positive results.

4. Champion ethical and sustainable practices:
Ethical behaviour builds  trust.
Procurement should lead by example
in promoting ethical sourcing and
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