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In a nutshell

Procurement has a once-in-a-lifetime opportunity
to become a key value creator in the firm triggered
by digitalization. However, digital transformation
can only succeed if procurement has bright talents
with the right skills in place. Digital fluency will
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become a core skill for many procurement roles
(such as category managers) to analyze avalanches
of data and derive valuable insights from it. But
developing innovative strategies for the VUCA
(volatile, uncertain, complex and ambiguous)
world we live in will require much more than that.
Complex and collaborative problem-solving ability

SEE
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will be key to master the challenges posed by
digitalization and uncertain markets. At the same
time, to empower promising procurement talent
CPOs will need to adapt new leadership styles.

Combining those elements will transform procure-
ment professionals into "Most-Valuable-Players"
(MVPs) for their employers.
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The impact

Roland Berger

of digitalization

on people

The dawn of the digital era, from the unveiling
of the first personal computer in 1976, has brought
great changes in procurement. Digitization, the pro-
cess of turning analog information into exchangeable
electronic data, has seen paper-based purchase orders
(POs) replaced by electronic POs that are distributed
through integrated eProcurement suites. More recent-
ly, artificial intelligence (AI) and machine-learning
(ML) algorithms have rapidly sped up the process of
digitalization, whereby new technologies disrupt and
replace established structures and processes as well as
influence the way we work.

As a result, procurement can now track POs in
real time and govern processes with process mining
tools. And dashboards, governed by analytics bots, de-
tect and prevent maverick buying without any human
input. This is ultimately driving procurement effective-
ness, efficiency and compliance. It is also becoming
obvious that the impact of digitalization on procure-
ment will be far more revolutionary than previous in-
novations, such as the first electronic catalog manage-
ment solutions decades ago. As such, Roland Berger
has termed the current challenges and developments
the "Procurement Endgame," as the final stage of pro-
curement transformation has begun.

The function will take on a more entrepreneur-
ial role, and will increasingly operate as a network fa-
cilitator and innovation manager. This shift means the
procurement function now has a once-in-a-lifetime
opportunity to put strategy at the top of its agenda. But
first it must successfully navigate the digital transfor-

mation process. To do so requires not just great tech-
nology, but also great people.

Procurement will need the right mix of talents
with the right skills to cope with unknown challenges,
apply disruptive new technologies and find creative
solutions to complex problems. Increased internation-
al collaboration, insight-generation from big data, ag-
ile projects, and increasingly transparent supply chains
will all shake up the workplace. In response, procure-
ment will need to become lean, agile, failing forward
and project-oriented. Everyday work will be increasing-
ly collaborative and complex, while bots will handle
simple, repetitive tasks. Meanwhile, creative and agile
business approaches will define the disruptive future.

As a result, the procurement function will have
to meet the following three challenges, each of which
will demand new capabilities:

2. e

FACING THE PIONEERING
LEADERSHIP

UNKNOWN

>Addressing >Using problem- >The need to
the increasing solving and collaborate will
complexity collaborative require agile
of technology, working to tackle teams and
data and disruption transformational
processes and develop new leadership
strategies
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Digital flue

A prerequisite and cornerston
the Procurement Endgame

Nowadays, to understand and handle informa-
tion and technology, staff must possess a high level of
digital fluency to cope with new technological chal-
lenges. This means gaining expertise in a new meta-
competency. A digitally fluent employee can assess the
function and added value of disruptive technologies
within certain business areas. For example, an Al call-
center bot can be useful for making simple appoint-
ments as part of supplier-relationship management.
But a digitally fluent person would point out the risk of
decreasing supplier satisfaction for more demanding
tasks, which are still beyond Al

Digital fluency can be clustered into three cumu-
lative stages, which are mandatory when working with
disruptive technologies such as spend bots, advanced
analytics dashboards or RPA: explicit digital know-
ledge, implicit digital knowledge, digital self-efficacy.
In short, digital fluency means having the knowledge,
social and technological skills to operate effectively in
a digital environment and apply complex solutions.

"Digital fluency can be
considered as a new key 'meta-
competency' that enables

people to reach set goals by being
in command of digital tools."

PROF. DR. FLORIAN KUNZE

The three stages
of digital skills

1.

Explicit digital
knowledge

The general basis for dealing with,
and using, technology

GUIDING QUESTION:

"Is the employee able to understand, filter and
analyze given data and information?"

2.

Implicit digital
knowledge

The ability of individuals to recognize
whether a digital solution is
beneficial or not worth the effort

GUIDING QUESTION:
"Is the employee able to make tradeoffs
in his/her choice of digital options
to find the most pragmatic solution?"

Digital
self-efficacy

The belief in one's own digital abilities and the
willingness to apply them to challenges.

GUIDING QUESTION:

"Is the employee comfortable solving complex
and unfamiliar tasks with digital tools?"
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Facing the unknown

New challenges require complex and
collaborative problem-solving skills

In the past, businesses mostly faced so-called
well-defined problems - challenges that could be over-
come using established methods. Digitalization has
changed this, and procurement now faces an increasing
number of ill-defined problems with no holistic or uni-
versal solutions. Consequently, procurement managers
need to quickly adapt to this new breed of challenges.

Collaborative working and the ability to solve
complex problems together will be key to this. This will
require digitally fluent teams with diverse skillsets, who
can harness oceans of data and generate insights and
creative solutions. For example, developing tailor-made
digital tools for use in procurement organizations re-
quires innovative problem-solving approaches and lots
of collaborative work with start-ups and software devel-
opers. These are tasks rarely performed by procurement
several years ago.

The transfer of knowledge and skills across
teams and externally to facilitate collaborative problem-
solving will also be an important part of the Procure-
ment Endgame. For example, in order to develop new
spend dashboards, a category manager must be able to
outline its business and analytical specifications to a
data scientist. The latter must then identify the appro-
priate software packages and link them to the IT sys-
tems that can supply the requested data.

In addition, as globalization and new forms of
communication have brought the world closer togeth-
er in recent years, the work of international, coopera-
tive and agile teams has gained importance. In busi-
ness, this has resulted in a growing need for, and
awareness of, emotional intelligence and intercultural
sensitivity. This is particularly the case in procurement,
where managers work with more internal and external
stakeholders from diverse backgrounds than any other

function. Good social skills improve collaborative
working, for example, while disregarding local customs
can jeopardize deals. Both soft skills will become in-
creasingly important as impersonal email exchanges
are replaced by virtual collaboration via video and au-
dio, and, eventually, by mixed reality working environ-
ments (e.g. Microsoft HoloLens). Research has shown
that training in cultural sensitivity is strongly related to
team and financial success.

Complexity and need
for collaboration

But exactly which procurement tasks require
complex and collaborative problem-solving skills? In a
recent study, procurement professionals were asked to
rank 175 procurement tasks in terms of complexity and
need for collaboration along a scale from 1 (low) to 4
(high). The table on page 6 shows the top and bottom
ranked tasks sorted by complexity. The top ranked
skills that include "Create and Approve Strategies,"
"Review and Negotiate Contracts” and "Analyze Spend
and Supply Market" are tasks that are least likely to be
automated soon, as emerging digital tools cannot yet
perform them on human standards. However, oppo-
sitely, the bottom ranked tasks such as "Create Return
to Supplier Purchase Order"” or "Determine Type of Re-
turn Process” have already been automated. It is also
noteworthy, that procurement managers consistently
ranked the need for collaboration to be higher than the
degree of complexity related to a task.



s Procurement Tasks Ranking

150 category managers ranked 175 tasks in terms of complexity and collaboration need
(scale: 1=low, 4=high)

Top & Bottom Rank Task Complexity Collaboration
1 Create and Approve 3.54 3.47
Strategy
2 Review and Negotiate 3.51 3,69
Contract
3 Analyze Spend and 293 256
[ (]
Supply Market
4 Finalize RFx Negotiations 2,90 3,35
5 Receive & Evaluate Proposals 2,88 3,38
6 Gather Business Requirements 2,86 3,58
7 High Level Analysis of Supply Market 2,86 2,86
8 Establish TCO Drivers 2,73 2,94
10 Execute Contract 2,68 3mM
11 Define Performance Measurements 2,62 2,87
Average 1,80 2,28
166 Determine Type of Return Process 1,00 1,59
Process Return to Supplier Purchase Order 1,00 1,59
168 Create Return against Original Purchase Order 1,00 1,41

Create Goods Issue 1,00 141
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Pioneering leadership

Choosing the right way to lead teams in a VUCA world

Strong leadership is particularly important in
volatile, uncertain, complex and ambiguous (VUCA)
times, as they are today. This is as true in procurement
as anywhere else. For example, while in the past cate-
gory managers developed standard category strategies
for a time horizon of three years, they now have to ad-
just them continuously due to constant changes in
market dynamics, technology and volatile internal and
external demands.

Leadership is a key part of procurement trans-
formation, ensuring the right decisions are made at the
right time, employees are empowered, creativity is
strengthened and new solutions are advanced. But as
we enter the stormy Procurement Endgame, it is essen-
tial that leaders choose the best-fitting concepts and
combine them with suitable new approaches and ap-
propriate soft skills. Below are five examples:

1. Manager vs. Leader

While managers are focused on the planning,
control and implementation of key objectives, leaders
convey the meaningfulness of change through good
communication. They empower their employees to
face future challenges positively and continuously de-
velop their skills and personal responsibility. This is
particularly important at a time when digitalization is
disrupting jobs and tasks, making established markers
such as KPIs and staff performance evaluation increas-
ingly antiquated. Hence, it takes leadership - not (mi-
cro-) management - to lead teams successfully.

2. Transformational Leadership

There are four factors behind transformational
leadership: idealized inspiration, inspirational motiva-
tion, intellectual stimulation and individual consider-
ation.

a) ldealized Inspiration: Be a role model for your employ-
ees and live the vision you want to spread. For example,
the visionary thinking of a former Global Supply Chain
Director of Mobile Devices led to the cracking of the
oligopolistic mobile devices market. The firm had been
suffering due to the high prices demanded by the pow-
erful major mobile device manufacturers. In response,
he helped to nurture a challenger by giving this new sup-
plier in the market inside information on customer re-
quirements and offering them a sales channel. This re-
sulted in a procurement win-win-win situation: The new
market player could reach more customers; customers
had more choice; and the firm paid lower prices due to
increased competition in the supplier market. >

"Leadership is about making
others better as a result of your
presence and making sure that
impact lasts in your absence."

SHERYL SANDBERG
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Five new leader-
ship styles

Transformationalé Manager vs.
Leadership Leader

Empowering
Cooperation

Leadership

Shared
Leadership

b) Inspirational Motivation: Strengthen the intrinsic
motivation of employees by ensuring transparency and
emphasizing the meaning and impact of their daily
work. The mentioned Supply Chain Director managed
to instill his vision in his procurement team and in-
spired it to change the technology landscape, an
achievement still felt by customers today.

c) Intellectual Stimulation: Encourage independent and
creative problem solving among your employees, and
challenge their cognitive capabilities.

d) Individual Consideration: Promote, support and de-
velop your employees individually. Take it one step fur-
ther and identify individual needs to uncover what
drives them.

Transformational leadership is known to have a posi-
tive impact on change processes and effective commit-
ment, which is what companies want — especially in
times of change and when following new visions.

Procurement Skills

3. Agile Leadership

Agile leadership implies effective leadership ina
disruptive environment. The style values people over
processes and tools, working prototypes over micro-
management, failing forward over a fixed plan, and col-
laboration over contracts. It also means creating com-
mitment, high digital-self-efficacy, high-quality human
interaction and networking, to push digitalization for-
ward. Agile leaders are emphatic, authentic role mod-
els with distinctive solution competence.

4. Shared Leadership

In a disruptive environment, shared leadership
focuses on the delegation of decisions to self-orga-
nized, agile teams. Category experts with the requisite
knowledge should make certain decisions regardless
of their place in the hierarchy. So young procurement
professionals can take leadership roles, for example
acting as scrum masters in agile projects and manag-
ing more experienced teammates. This requires lead-
ers to trust their employees, and continuously reassure
them that a shared leadership style is wanted and ap-
preciated by management.

5. Empowering Cooperation

To be truly agile and disruptive you have to devi-
ate from well-worn paths. New approaches and innova-
tions, such as launching minimum viable products
instead of fully developed tools, also require full back-
ing from top management. Yet at the same time, com-
mon risk evaluation is harder than ever due to lacking
consistency of deliverables, tasks, and a failing forward
approach. Instead, it will be crucial for leaders to con-
nect the right people, and give them confidence in the
management's faith in disruptive and creative solu-
tions. Cooperation and dynamic decision-making, or
reacting to events, will also be key.
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Implications for Theory and Practice

The digitalization triggers challenges as well as opportunities for educational
and corporate talent development programs, says Professor Thomas Strothotte

Digitalization has had a major im-
pact on our daily lives. We use our
smartphones as navigation systems, -
buy flight tickets via apps and stream f
our favorite TV shows while travelling.
It’s no surprise that the implications
for business, job and role profiles are
just as striking. We at Kithne Logistics
University (KLU) think that supply chain
management and procurement - with its
cross-functional, company-wide and global set-
ting - are particularly affected and require rapid
change. This will trigger opportunities as well as chal-
lenges. Big data and advanced analysis techniques bear
tremendous potential for creating new knowledge and
deriving insights that create value.

Keeping up to speed with today’s ever-advanc-
ing technologies will be key to achieving this. In re-
sponse, companies and universities need to work
closely together, tailor university curricula to procure-
ment skill requirements and equip new procurement
talents with the right skills. For instance, the analysis
of more and richer data sets requires quantitative and
analytical skills. These are best taught using real-life
cases, which enrich the learning experience, help uni-
versities to bridge theory and practice and foster
growth of the procurement talent base.

But how can companies upskill their existing
procurement workforce? In our view, corporate train-
ing programs need to be adjusted to incorporate two
different subjects, in particular: 1) Data analytics train-
ing and 2) methodological "new way of working" skills:
1) Data analytics training: The introduction of innova-
tive tools needs to be accompanied by a comprehen-
sive program of face-to-face training sessions, online

courses and self-learning materials, such
as manuals, training exercises and sam-
ple data sets. These ensure that em-
ployees can use all the tools’ features.
On- and offline training sessions can
teach basic skills, while exercises with
sample and real-life data, and continu-
ous application of the tool in everyday
work, ensure a lasting command.
2) Methodological “new way of work-
ing” skills: The time and capacity freed up by dig-
italization and the automation of repetitive tasks is
filled with different, more value-adding tasks than in the
past. For example, if technology automates repetitive
tasks, people can focus on strategic, creative and collab-
orative tasks - activities that cannot (yet) be fully per-
formed by AI (indeed AI may never get to that point).
Consequently, students and employees need to be
taught methodological skills like design thinking, agile
project management and strategy development. Simul-
taneously, companies should foster collaborative and
stimulating working environments and ways of working
to allow talents to thrive.

In combination, these two factors can leverage
digitalization to deliver more value to the company and
attract up-and-coming talent to the procurement pro-
fession.

Professor Thomas Strothotte is President of Kiihne Logis-
tics University, Hamburg, a position he has held since
2013. He is a born and bred Canadian who holds a PhD
in Computer Science from McGill University in Montréal
and an MBA from Columbia University, NY. He can be
reached at president@the-klu.org
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The high-skill ... ,.cemen

organization

To help firms play out the Procurement End-
game, we have developed a framework of the skills
needed to meet its challenges, and which will make
people the "most valuable players” (MVP). These skills
are dependent on each other and are matched to selec-
tive procurement tasks in the Cognitve Lens:

1. Solid explicit digital knowledge is the cornerstore.
2. Digital fluency is key to ensuring the best use and
progression of disruptive technologies. Data manage-
ment will be particularly important in strategic pro-
curement. Also, working on complex tasks and deriv-
ing meaningful insights from spend, transactional,
risk and market data will require analytical and com-
plex problem-solving skills.

Challenges Required skills

Technological
Change

> Digital Fluency

Need for
Collaboration

> Emotional Intelligence

> Intercultural Sensitivity
> Leadership
> Emotional Intelligence

Unclear
Situations

Disruption and Game
Changing Solutions

> Leadership

Problem-Solving Skillset

> Collaborative Problem-Solving

> Complex Problem-Solving
> Dynamic Decision-Making

> Complex and Collaborative

managers
can become MVPs

3. High-quality human interaction, as well as collabora-
tive problem-solving skills are required in the develop-
ment of agile and international business, and in the
forming of new solutions. It is now also crucial for
procurement to leverage innovative start-ups, which
will change the way firms collaborate with internal and
external partners.

4. Complex problem-solving can only be achieved, and
collaboration can only work, if a leader promotes a vi-
sion and empowers the related actors. This is of partic-
ular importance as new categories are introduced on a
global scale, for example digital content, AI solutions
and Industry 4.0 solutions.

Benefit

Gives the procurement manager confidence in
his/her digital abilities, and results in valuable
data-driven insights and better decisions

Enable procurement teams to collaborate
(virtually) across regional and intercultural
boundaries to overcome barriers together

Enable progression when facing ill-defined
problems and aid decision-making at crossroads

Digital transformation processes and approaches
in an unknown environment require collaborative
and innovative work, guided by leaders



HIGH COMPLEXITY

LOW COMPLEXITY

The Cognitive Lens

Matching 21st Century Skills with Procurement Tasks

2

1

Explicit Digital

Send P Knowledge

Execute
shopping
card
approval

Digital Fluency
Complex Problem-Solving
Analytical Capabilities

Create and
Receive approve
and evaluate category
supplier strategy
proposals Review

Gather
business
equirements

Problem-Solving

Skillset Creativity Establish

Leadership Skills TCO
drivers
Human Interaction
Collaborative
Problem-Solving
schedule
Approve or

Complete | reject supplier

qualification
web form

LOW COLLABORATION

HIGH COLLABORATION

Conclusion & Recommendations

Procurement executives must find, recruit, train
and retain talents that possess the MVP skillset while
simultaneously fostering an empowering culture and
leadership style. To find the right talent, they should
be open-minded towards establishing a diverse pro-
curement community with employees of different
backgrounds in terms of academic CV, work experi-
ence, culture and personality. The recruitment process
should be tailored to identify and explore the MVP pro-
curement skillset among candidates’ profiles.

At the same time, companies should adjust their
procurement training programs to meet the new job re-

quirements by teaching MVP skills. This could involve
fostering digital fluency through online courses, foster-
ing collaboration by conducting online procurement
business games, or fostering complex problem-solving,
agile leadership and dynamic decision-making skills by
hosting training sessions in which teams develop a fic-
tional minimal viable product using the scrum method.

Every effort should also be made to retain trust-
ed employees. Implementing the above measures to
create a culture that embraces digital technologies and
enables employees to flourish and self-educate will
only encourage talent to stay.
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