FORRESTER'

The P2P Opportunity:
Innovative Procurement
In A Polycrisis Era

Get started —

FORRESTER OPPORTUNITY SNAPSHOT: A CUSTOM STUDY COMMISSIONED BY SAP ARIBA | FEBRUARY 2023



THE P2P OPPORTUNITY: INNOVATIVE PROCUREMENT IN A POLYCRISIS ERA 2

o . S
3 Overview Key Findings
S
s
2 The global economic trends in the last year have left many
procurement and finance leaders anxious and uncertain of the (ii) Over 50% of respondents agreed that global
wn a q
=1 impact on their businesses. Finance and procurement departments and economic trends impacted procurement
o . . . .
g’ face immense pressure as their organizations turn to them to roll up practices in the last six months and increased
their sleeves and tackle the issues head on. Persevering through the severity of procurement challenges.

difficult times requires leaders to take a holistic assessment of
their organization and deploy the right combination of strategy,

resources (e.g., head count and skill sets), tools, and processes to % Procurement and finance leaders want to be

better at cash management but need to work
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address current challenges.

. L. . on improving procure-to-pay (P2P) processes
In January 2023, SAP Ariba commissioned Forrester Consulting ;
. . and demonstrating the value of modern P2P
to understand how global and economic trends have impacted ) o
. . . solutions to their firms.
procurement practices and how finance leaders intend to address
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Over 75% of respondents agreed that P2P
solutions free up time that can be used for
high-value work and strategic planning.
Ninety-five percent of respondents’ firms
are currently investing or plan to invest in
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P2P solutions.
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Macroeconomic Changes
Disrupt Procurement

In the last few years, procurement leaders have been on the
edge of their seats, juggling macroeconomic changes

in addition to more commonplace concerns, such as
cyberthreats and inventory management issues. According
to our survey of procurement leaders, the top-three factors
impacting procurement in the last six months were: 1) general
economic uncertainty, 2) increased scrutiny on regulatory/
policy compliance and financial accountability, and 3) inflation
and interest rates. Over 90% of respondents indicated that
their company has been impacted by at least one of these

three factors.

As negative macroeconomic changes loom, companies might
see revenue, investments, payments, and supply chains
decrease growth, stall, or falter. Leaders will need contingency
plans to mitigate potential losses, not just to ride out the
storm, but to reorient their companies for a resilient future.
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Top 8 Challenges Impacting Procurement
Practices In The Last Six Months

General economic uncertainty and/or global volatility
59% G

Increased scrutiny on regulatory/policy compliance and financial accountability
52%

Impact of inflation and interest rates on the carrying costs of accounts payable
51%

Cyberthreats
45% G

Inventory management issues with suppliers causing the need to source

goods from multiple suppliers
459%

Labor shortages
429% G

Invoices piling up due to lockdowns and work-from-home mandates
33% G

Sustainability concerns
30% G

Base: 210 US procurement and finance decision-makers manager level and above with knowledge
of P2P use in their organizations
Source: A commissioned study conducted by Forrester Consulting on behalf of SAP Ariba, January 2023
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Macroeconomic Volatility Unveils
Underlying Procurement Shortcomings

Recent global and economic changes have uncovered underlying
stopgaps within procurement, forcing a reckoning with decision-
makers. Respondents noted their firms face procurement
challenges that span the spectrum from a lack of tool integration
to inefficient and insufficient processes, strategy, and talent.
Failing to meet basic needs, such as connected tools, budget,
prioritization strategy, or head count, can cripple an organization
to further underperform during stressful times. These challenges
demonstrate that procurement teams are not adequately
equipped with the foundational resources needed to be fully
effective in their role, but on the positive side, they know what

needs to be improved.
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Top 8 Procurement Challenges

Based On The Past Six Months

@® Tools
Lack of integration of P2P solutions with other
systems including existing ERP software . Process

@ People
Lack of budget for technology investment . Strategy

Lack of clear strategy and road map
for prioritizing procurement initiatives

Lack of sufficient head count
within procurement

Inability to access actionable insights
(e.g. of fraud, rogue spend)

44%

Difficulty maintaining advantageous
relationship with suppliers

Poor quality of data/optical character
recognition data

40%

High volumes of manual work are
bogging down employees

Base: 210 US procurement and finance decision-makers manager level and above with knowledge
of P2P use in their organizations
Source: A commissioned study conducted by Forrester Consulting on behalf of SAP Ariba, January 2023
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Lack Of Procurement Strategy
Increases The Burden On Employees

Not all challenges are created equal. Some procurement
leaders felt the pressure of certain challenges increase more
than others. Over 50% of respondents who struggled with the
lack of a prioritization strategy and integration of procure-to-pay
(P2P) solutions with core systems saw an increase in severity

in these challenges. With these two challenges impacted, daily
processes for employees are subsequently affected. Firms are
feeling the domino effect of having employees burdened with
high volumes of manual work, lower data quality, and incapacity
to access actionable insights. Without a guiding strategy,
leaders and their teams will struggle to keep up with market
changes as it relates to establishing the right processes, tools,

and head count to address ongoing challenges.
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Top 5 Procurement Challenges Most Affected

By Recent Global And Economic Trends
(Showing “Increased in severity”)

Lack of clear strategy and road map for 580/
(o

prioritizing procurement initiatives

Lack of integration of P2P solutions

54% with other systems including existing
ERP software

Inability to access actionable insights o
(e.g., fraud, rogue spend) 53 /O

(o) .
49 /O Poor quality of data/OCR data

High volumes of manual work (o)
bogging down employees 48 /O

Base: Variable US procurement and finance decision-makers manager level and above with knowledge
of P2P use in their organizations
Source: A commissioned study conducted by Forrester Consulting on behalf of SAP Ariba, January 2023
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Tackle Procurement Priorities With
Technology And Process Improvements

Procurement leaders place high priority on improving the agility,
accuracy, and security of procurement-related processes as well
as working capital management. Despite these priorities, most
leaders surveyed felt underprepared to deliver those outcomes;
in fact, the areas of highest priority were also where the higher
percentage of respondents felt underprepared. To address
these gaps, it is essential that procurement invests in itself with
digital technologies and process improvements to automate and
create transparency, all with a future-focused mindset to meet
the firm’s ongoing needs.
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Priority Level Of Initiatives Vs. Firms Preparedness
To Deliver Initiatives In Light Of Recent Changes

@ Well prepared’

Critical/High priority

Improve UX
77%
I 39%

Improve business agility on purchasing activity through reporting
and analytics

67%
I 30%

Improve cash forecasting accuracy
66%
I 24%

Improve cybersecurity of procurement processes and documentation
62%
I 23%

Improve cash management visibility
61%
I 20%

Improve cash flow
60%
I 18%

Create more time for procurement teams to concentrate on other
areas of value

58%
I 20%

Improve efficiency of procurement processes to deliver cost savings
and containment

56%
I 23%

Reduce the amount of carried costs in accounts payable
49%
I 15%

Base: 210 US procurement and finance decision-makers manager level and above with knowledge

of P2P use in their organizations

*Base: Variable US procurement and finance decision-makers manager level and above with knowledge of P2P
use in their organizations

Source: A commissioned study conducted by Forrester Consulting on behalf of SAP Ariba, January 2023
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Inefficient Procurement Practices
Will Lead To Losses

Procurement leaders admit that there are many areas in
their organizations that need improvement beyond simply
cutting costs. Companies have knowledge gaps ranging
from visibility into their total spend to understanding their
compliance-to-contract terms. Over one-third of respondents
(39%) disagreed that their companies have good supplier
relationships and prioritize key suppliers. While 50% noted
they aren’t frequently missing payment deadlines, 35%
agreed their firms don’t track payment times nor do they
have metrics to track against. Over half (53%) agreed their
firms’ payment terms are longer than they prefer.

Poor procurement practices result in financial loss, whether
that manifests from a redundancy in time, effort, or money. If
procurement practices improved, firms could enhance cost
containment, collaboration, and supplier performance. As it
stands, firms are less resilient because of these gaps.

FORRESTER OPPORTUNITY SNAPSHOT: A CUSTOM STUDY COMMISSIONED BY SAP ARIBA
FEBRUARY 2023

of its com

53%
agreed their
org’s payment
terms are slower
than they prefer
them to be.

48%
disagreed that their
org has a good
understanding

contract terms.

Inefficient Processes Span Across Procurement

41%
disagreed their org
has good visibility
into total spend
across the company.
pliance to

39%
disagreed that
their org has good
supplier relationships
and prioritizes key
suppliers.

50%

didn’t believe

35%
agreed their org
doesn’t track
payment times, so
they don’t have
metrics to track
against.

they are frequently
missing payment
deadlines.

Base: 210 US procurement and finance decision-makers manager level and above with knowledge
of P2P use in their organizations
Source: A commissioned study conducted by Forrester Consulting on behalf of SAP Ariba, January 2023
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THE P2P OPPORTUNITY: INNOVATIVE PROCUREMENT IN A POLYCRISIS ERA

Technology And People Improvements
Top Procurement Investment Priorities

As procurement leaders strive to create success in troubled times,
they are taking a hard look at what improvements will drive the
greatest value. Eighty-three percent of survey respondents believed
that technology improvements, including automation, are the

most valuable investments. Specifically, the most common change
organizations are making is investing in P2P solutions. Nearly
two-thirds of respondents’ firms are currently investing in P2P
solutions with nearly an additional one-third planning on making
this investment in the future. Other important investments were
people-related and included upskilling existing employees (78%),
hiring external partners (72%), and adding head count (66%). The
intent is clear: Procure-to-pay processes are due for an update and
P2P solutions and staffing improvements are among the first steps

finance and procurement leaders are taking to go in that direction.
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Most Helpful Investments To Improve Procurement

(Showing “Top 3 ranked”)

Tech improvements
(including automation)

Hiring external partners

Base: 210 US procurement and finance decision-makers manager level and above with knowledge
of P2P use in their organizations
Source: A commissioned study conducted by Forrester Consulting on behalf of SAP Ariba, January 2023
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Procurement Leaders Need To
Demonstrate The Value Of P2P
Solutions

The COVID-19 pandemic heightened a need to digitize
procure-to-pay processes to not only streamline and automate
high-volume, low-skill tasks, but also amplify risk monitoring
and insights to allow procurement professionals to react more
quickly and appropriately before problems intensify.' Yet, as

it stands, 60% of respondents noted their firms don’t have a
highly automated procure-to-pay process today.

Procurement strategies need to be reevaluated to effect
change with procurement processes. While procurement
leaders see the high value of P2P solutions — 65% of
respondents considered P2P solutions more important today
compared to six months — they still have work to do to
convince their firms P2P tools are valuable.
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THE P2P OPPORTUNITY: INNOVATIVE PROCUREMENT IN A POLYCRISIS ERA

P2P Solutions Drive Business Benefits

P2P solutions can optimize the procurement process.? Over
three-quarters of respondents overwhelmingly agreed that
P2P solutions save time and speed up processes to free

up procurement teams to do more high-value work and be
involved in strategic decision-making. Respondents also
noted P2P solutions allow procurement teams to work
better across finance (70%) and other internal stakeholders
to minimize human intervention and error (48%). Instead of

enforcement, over 60% of respondents recognized that P2P

solutions enable companies to empower their employees with
self-service that mirrors consumer buying experiences and be

secure and compliant in a user-friendly way.

P2P solutions and improved P2P processes free up
procurement teams to work on top strategic initiatives and
give employees a more delightful way to spend time, helping
the business find efficiencies and cost benefits.

FORRESTER OPPORTUNITY SNAPSHOT: A CUSTOM STUDY COMMISSIONED BY SAP ARIBA
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Procurement Leaders Overwhelmingly Agree
That P2P Solutions Offer Many Benefits

(Showing “Strongly agree/Agree”)

P2P solutions save time for procurement and AP teams that can
be used for high-value work and strategic decision-making.

7 6% I—

My organization’s leadership understands the value
of P2P solutions.

71% N

P2P solutions enable procurement organizations to better work
across all finance teams.

7 0% I
P2P solutions significantly speed up the P2P process.

6 6% I

P2P solutions helps firms enable self-service, thereby
empowering and guiding users to make sound buying decisions
that match price with value.

649 I

P2P solutions enable our companies to be more secure
and compliant in a user-friendly way.

6 0% I

P2P solutions minimize human intervention and use Al/ML-driven
algorithms to make the process faster, reliable, and error free.

4 8% N

Base: 210 US procurement and finance decision-makers manager level and above with knowledge
of P2P use in their organizations

Source: A commissioned study conducted by Forrester Consulting on behalf of SAP Ariba, January 2023
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Conclusion

Recent economic shifts and uncertainty have severely disrupted
businesses around the globe, exacerbating existing internal
procurement challenges. While procurement leaders want
efficiency, agility, and financial liquidity, rigid foundational
processes, administration challenges, and structural challenges
hold them back. As leaders recognize the need for innovation,
transformation, and risk management for procure-to-pay
processes, they are increasing focus on having the right overall
procurement strategy. This drives the right investments in
technology, people, and processes to improve procurement
moving forward. While procurement professionals have work to do
to help leadership fathom the potential impact modern procure-
to-pay solutions can have on the firm, leaders are willing to listen
and change is underway. Forward-thinking leaders must use
procurement as a growth engine and take value creation to a new
level by embracing technologies to automate, create transparency,
and, thus, advance corporate strategies.
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Methodology

This Opportunity Snapshot was commissioned by SAP Ariba. To create
this profile, Forrester Consulting supplemented this research with custom
survey questions asked of 210 US procurement and finance decision-
makers at the manager level and above with knowledge of P2P use in
their organizations. The custom survey began in December 2022 and
was completed in January 2023.

ENDNOTES

"Source: “Modern Smart Applications Are Transforming Supplier Value Management,” Forrester
Research, Inc., April 21, 2021.

2 Source: “Al In Finance And Accounting — Wide-Eyed But Hopeful,” Forrester Research, Inc., January
10, 2022.
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Demographics
COUNTRY
us 100%

TOP 5 INDUSTRIES

Manufacturing

0O,

and materials e

Retail 12%

Healthcare 9%
Financial services

. 9%
and/or insurance

Transportation 6%

and logistics

Note: Percentages may not total 100 because of rounding.

NUMBER OF EMPLOYEES

5,000 to 19,999

20,000 or more

TITLE

C-level
Vice president
Director

Manager

78%

22%

7%

14%

30%

50%
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