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State of the Procurement Profession — Survey 2021: Key insights

Entrepreneurial orientation
boosts innovation performance in
procurement — even when
innovation is not pursued as a
top priority

Cost remains the dominant
objective in procurement Only 10% see their procurement

organizations: 70% rate it as the I é organization as a good example

1st or 2"d most important of sustainable practices
objective

Supplier sustainability monitoring
varies substantially, but most do
nothing or rely only on their direct
suppliers to monitor the supply
chain

Employees are more satisfied
with their procurement
organization when there is a
higher level of entrepreneurial
orientation

Most procurement organizations
have a digitalization strategy —
but satisfaction with it is rather
low

Currently, most companies try to
consolidate their supply base —
but only 52% have kept their
overall strategy during the
pandemic

Budget restrictions and change
management inertia are the
largest performance roadblocks
for procurement

Smaller procurement
organizations are lagging in the
digital transformation

Although sustainability issues are increasingly discussed, most procurement organizations do not see themselves as a good
example for sustainability, which is also reflected in the procurement objectives (overall last rank).
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A total of 1109 executives participated, of which 362 responses were used for
this report

m  The State of the Procurement Profession Survey 2021 provides new insights into trends and challenges that are shaping the future of
procurement

®m  This summary report highlights the key results with regard to:

— challenges that procurement functions are facing in their struggle to becoming more efficient
digital technologies and strategies, which are shaping the procurement function of tomorrow
stakeholder pressures and their impact on sustainability practices in procurement

We hope you find this report insightful and would like to thank all the executives who contributed to this study!
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The procurement function reports mainly to the CFO

Industry*

Procurement reports to...*

Miscellaneous Manufacturing

Retail trade

Transportation
equipment

.—
o utiltes
\ Health care &

social assistance

Electrical Equipment,
Appliances & Components

NN

39%
34%
Other ° Other
Manufacturing Non-manufacturing Size (# employees)*
55% 45% *N/A = 37

Procured materials* Organization* '

mdirect mboth =indirect mcentralized mhybrid = decentralized
. . . 58% 23%
Avg. # of first tier suppliers* : _ : _ :
m hierarchical ®mmedium = unhierarchical
6234 *N/A = 2 *N/A =8 *N/A = 37
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When performance objectives are pitted against each other, “cost” ranks
first and “sustainability” ranks last

Ranking today Ranking in five years

4% 28% D kD BTN 506004 Cost 37% 21% 12%  IEZNER%
| 26% 27% D R A% L) Quality V73 6% 6% S8
[ 9%  20% B g 20% 17% 10% M2 Risk 21% 17% 14% [
| 13% | 13% VTR 24% L 14% | 13% 24 Speed 16% 6%
B 9% 16% 26% 31% 5% Innovation 16% 21% 20% 4%
16% 28% 36% 4%  Sustainability 16% 23% 26% 5%
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
Rank ml m2 =3 74 =5 m6 NA Rank ]l m2 m3 74 u5 86 NA
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Entrepreneurial orientation boosts innovation performance in procurement,
especially when innovation is not among the top objectives

Innovation performance compared to main competitors

Four dimensions of entrepreneurial
orientation (EO) in the Survey:

Aj 9P

Sianifi " Low EO*
ignificantly _
better ! . High EO*

5
equal 4 Risk taking Proactiveness
3
2
Slgmﬁ\(fvi?gg 1 Autonomy Innovativeness
1 2 3 4 5 6
_ _ \_ J
Most important Least important
Rank of innovation in the procurement objectives
ol .
== LUNIVERSITY *cut at median EO across all dimensions taken together; NA=2 State of the Procurement Profession | Survey 2021
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Employees are more satisfied with their procurement organization if it has a
higher level of entrepreneurial orientation

How likely would you recommend working with your procurement organization to a friend or a colleague?

6 7 8
0: Not at ) ) ) 10: Extremely
all likely 0-6: Detractors 7-8: Neutrals 9-10: Promoters [ likely ]
2021 6 7 8 9 10
NA = 1 9% 14% 22% 18% 19%
High EO* 6 7 8 9 10
k& - 4% 11% 28% 25% 27%

Entrepreneurial * 6 7 8 9 10
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Currently, most companies try to consolidate their supply base — but only
52% have kept their overall strategy during the pandemic

Supply base strategy: Current Supply base strategy: Before pandemic

expand significantly <: -
expand slightly 19% <: 42% 16% 15%

no change 7%

— 22% 16%

8% 59% 14% &%

consolidate slightly

consolidate significantly 45% 24% 0 8% 39
0.2%
N/A 0 m consolidate significantly m consolidate m consolidate slightly
expand slightly m expand m expand significantly
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Change management and budget restrictions are the largest performance

N
Performance roadblocks 2020 Survey (Mean)
not at all to a very large extent
Budget restrictions 19% 12% 29% 11% 7% 9% &
Change management with stakeholders 14% 10% 33% 8% 7% 8% R/
Quality of data 14% PO 14% 32% 7% 9% 8% K
Availability of data [0 T 12% 31% 8%  10% 13% &
Company culture / philosophy 14% 10% 31% 10% 10% L7 300
Internal talent / knowledge shortage 7% 8% _ 36% 12% 6% 10% &%)
Difficulty flnd;nmgpﬁ)nydeglsrlng qualified 9% 8% - 36% 12% 7% 15% hos
Regulatory requirements and compliance 14% 7% - 25% 11% 7 20% 3%
mto avery large extent Hto alarge extent mto a moderate extent somewhat mto a small extent mto avery small extent mnot at all N/A \ /
<
Other (individual responses): m  Lack of proper ERP-system / software solution m  Misalignment with suppliers
m  Stakeholder’s view of procurement m COVID-19 m  Stakeholder compliance
®  Misalignment with operations ®  Tight specifications ®  Quality of suppliers
Bureaucracy B__Consolidated supply m__ Client-driven decisions )
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Is digital procurement reaching the “Trough of Disillusionment”? Decreasing
perceived importance and low satisfaction with digitalization strategy

Procurement digitalization strategy 63% of the participants believe that t_he ‘Digita!I Transformgtion’ will affect
their procurement organization more in 2021 than in 2020 n~a=6

2020 Survey: 80% ]

2019 Survey: 82%

missing 2018 Survey: 83%
31%

Trough of Disillusionment

How likely would you recommend your strategic approach for digitalization to a friend or a colleague?

0 6 7 8
2021

N/A = 10

2020 0] 6 7 8 9 10
A 10% 13% 28% 13% 11%

N/A =2

o T
P s
------
&
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Companies with smaller procurement departments and manufacturing
companies have alonger way to go on their digitalization journey

Digitalization journey

2504 . Manufacturing 30% . Smaller procurement department (below median)*
Non-manufacturing Bigger procurement department (above median)*
%) 25%
c  20%
o
T
N 20%
C
S 15%
o
u“— 15%
o
> 9
g 10%
c 10%
()
o
)
0
o 5% I 504
W LI wanbhihinl
0 1 2 3 4 5 6 7 8 9 10 0 1 2 3 4 5 6 7 8 9 10
not started yet desired target state not started yet desired target state
N/A =37 N/A =3
%Egﬁ UNIVERSITY *cut at median (60 employees in procurement) State of the Procurement Profession | Survey 2021
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Only 10% see their procurement organization as a good example of
sustainable practices

Stakeholder pressures

Regulatory 15% 13% 26% 11% 12% 7%

Customers 14% 13% 27% 7% 13% 7%

Shareholders 10% 10% 22% 6% 20% 7%

Employees [EELINEZ 33% 14% 20% 6%

Local communities LN 25% 13% 27% 7%

NGOs E¥r - 25% 11% 35% 8%

mto avery large extent ®to alarge extent ®to a moderate extent somewhat ®to asmall extent ®to avery small extent mnot at all N/A

Would you cite your procurement organization as a good example of sustainable practices?*

0 6 7 8 9 10
5% 11% 14% 14% 6% 4%

N/A=0
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Supplier sustainability monitoring varies highly — many do nothing, and
most companies rely on their direct suppliers to monitor the supply chain

Supplier monitoring activities

‘ Reducing carbon footprint 30% 11% - 26% 8% 6% 6% LA
f’ Reducing & recycling waste 27% 13% 29% 9% 6% 6% L
Environmental
Lowering energy & water consumption 31% 13% - 27% 8% 4% 3V LT
Eliminating supply chain slavery 24% 8% 4 20% 9% 6% 23% 7%
Diversity & inclusion 23% 10% 26% 11% 8% 10% 7%
Community service engagement 35% 10% - 24% 8% 5% 4% %

Indirect monitoring (through first-tier supplier)

Direct monitoring

Third party monitoring

14% 6% - 30% 11% 9% 14% 9%
T e um 27 0% o6 1 [
BT s o % % 10% [
mnot at all mto a very small extent mto a small extent somewhat
mto a moderate extent mto a large extent mto a very large extent N/A

s
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We thank all executives for their participation in the State of the
Procurement Profession Survey 2021

Prof. Dr. Christoph Bode Dr. Marcell Vollmer

Christoph is a full professor at the University of Mannheim Marcell is Partner & Director at BCG with over 20 years of
Business School and holds the Endowed Chair of Procurement. experience developing and implementing procurement, supply
Christoph obtained his PhD from WHU, Germany and his chain, finance, shared services, and digital transformation
habilitation from ETH Zurich, Switzerland. His research interests strategies across industries globally. Prior to joining BCG, Marcell
lie in operations management, procurement and supply chains. was Chief Innovation Officer at Celonis, Chief Digital Officer at
Christoph’s articles have been published in leading journals. He SAP, Chief Operating Officer at SAP Ariba as well as Chief

is affiliated with ETH Zlrich and the University of Tilburg. Procurement Officer and Senior Vice President at SAP. Marcell
received his PhD in Economics from the University of Hamburg in

Germany.
° University of Mannheim (Web) o Marcell Vollmer (Web)
E bode@bwl.uni-mannheim.de E Marcell.Vollmer@gmail.com
https://www.linkedin.com/in/christoph-bode/ https://www.linkedin.com/in/marcellvollmer/

Davide Burkhart Ruth Schiltken

Ruth is a doctoral researcher at University of Mannheim’s Business
School. Her research interests are in procurement, supply chain
management and sustainability. Prior to pursuing her PhD, she
studied business administration at the University of Cologne, the
Estonian Business School (EBS) in Tallinn, and the Dublin City
University (DCU).

Davide is a doctoral researcher at University of Mannheim’s
Business School. His research interests are in procurement,
supply chain management and buyer-supplier relationships. Prior
to pursuing his PhD, he studied industrial engineering at the
Technical University of Darmstadt, the Universidad Catdlica
Argentina (UCA) in Buenos Aires, and the University of St. Gallen.

° University of Mannheim (Web) o University of Mannheim (Web)
E burkhart@bwl.uni-mannheim.de E schueltken@bwl.uni-mannheim.de
www.linkedin.com/in/davide-burkhart/ www.linkedin.com/in/ruth-schiiltken/
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https://www.bwl.uni-mannheim.de/en/bode/team/chair-holder/bode-christoph/
https://www.linkedin.com/in/marcellvollmer/
https://www.bwl.uni-mannheim.de/bode/team/wissenschaftliche-mitarbeiter/burkhart-davide-vito/
https://www.bwl.uni-mannheim.de/bode/team/schueltken-ruth/

