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Keeping Pace With and Enabling 
Enterprise-Level Digital Transformation

The Enterprise Context
Many of the risks and sources of potential disruption facing companies in 2016 
(commodity-price volatility and slowing growth in emerging markets among them) persist 
in 2017. They are accompanied by new ones stemming from imminent dramatic changes 
in the political landscape in the U.S., and Brexit and its potential domino effect in Europe.

Our 2017 Key Issues Study findings point toward a gradual shift in the coming year 
away from defensive strategies oriented toward margin protection, like enterprise cost 
reduction and portfolio rebalancing, toward innovation and growth-driven strategies 
(Fig. 1). A net increase of 9% of companies expect to move from a defensive strategy to 
a focus on organic growth or innovation-led business strategies. 
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Executive Summary
According to The Hackett Group’s 2017 Key Issues Study, 84% of procurement organizations believe that digital 
transformation will fundamentally change the way their services are delivered over the next three to five years.  
Yet only 25% say that procurement has the right resources and competencies today to execute that transformation. 
This lack of confidence in procurement’s readiness for digital business is accompanied by a sense of heightened 
anxiety about risk. Executives ranked cybersecurity as their top business risk for 2017 and expect it to get 
worse. Nevertheless, the enterprise “march to digital” continues unabated, with the number of respondents 
reporting transformation initiatives planned or under way doubling since last year. If these projects are to 
succeed, procurement will need to hone its capabilities and apply them to guide business stakeholders in their 
transformations.

 

The 2017 CPO Agenda:

Percentage of companies

FIG. 1   Primary business strategies in 2017

Source: Key Issues Study, The Hackett Group, 2017
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The changes in business strategy are closely related to external business risks and 
opportunities in the market. Our study found very high levels of exposure to a broad 
range of business risks and sharp projected increases of these same risks over the next 
two years (Fig. 2). In 2016, the highest-ranked risk was intensified competition, closely 
followed by access to critical talent. This year, cybersecurity took the top spot, edging out 
intensified competition by a considerable margin. Fully 67% of organizations anticipate 
that cyber and information security will be a high business risk within two years’ time, 
up from just one-third of companies in 2016. The second risk driver that moved up in the 
rankings over last year is disruptive innovation (in itself related to competitive risk), which 
is now the third-highest-ranked risk.

The top four drivers of risk in 2017 are all related to structural transformation of the 
business, which in today’s world is inevitably digital in nature and moved forward by 
technology innovation. Cybersecurity is an explicitly digital business risk, but intensified 
competition and disruptive innovation are also both driven by digital transformation. 
Critical talent gaps largely involve digital-related skills, as well. These risks currently 
exceed traditional ones such as weakness in demand and volatility in the regulatory and 
exchange-rate environment. The higher growth rates anticipated in 2017 will further widen 
the gap. Digital transformation is of particular importance to procurement organizations, 
as discussed below, and in fact is claimed by most as the main focus in 2017. 

Supporting Enterprise Digital Transformation Objectives: A Critical 
Development Area for Procurement
The ultimate measure of procurement’s performance is its ability to support the company’s 
overall business strategy. Doing so will require some procurement organizations to make 
far more than incremental changes. But with procurement operating budgets expected to 
grow by less than 1% in the coming year, only a select few of the highest-priority initiatives 
can be funded.

In this resource-constrained and risky environment, business services (procurement 
as well as finance, HR and IT) are united in their 2017 goals of improving their agility, 
responsiveness and customer-centricity, and to support enterprise digital transformation.1 
While study respondents rated support for these business objectives as highly 
important, they also acknowledged that their ability to address them effectively in 
the coming year is low. The intersection of these two ratings forms the “critical 
development zone” in The Hackett Group’s capability priority grid (Fig. 3). Any capability 

About this research
For the 2017 edition of The Hackett 
Group’s annual Key Issues Study, 
executive management and leaders of 
human resources, finance, information 
technology and procurement 
organizations at a global set of midsized 
and large enterprises were asked in late 
2016 about their strategic priorities and 
initiatives for the coming year. 

The study results, which are analyzed 
in separate reports for each function, 
also guided the creation of our 
2017 research agenda. Issues cited 
by participants as top priorities or 
challenges will be addressed in our 
research, webcasts and other Advisory 
Program membership deliverables 
in the months to come, along with 
related best practices; empirical data 
to assist in building a business case 
for change; time-tested and emerging 
solutions; and case studies. 

1 The Hackett Group defines digital transformation as the process of transitioning aspects of a traditional 
business into a digital business, principally by applying technology to innovate. Digital business is the pervasive 
use of digital technology in products, services and value networks, which change the ways companies work, 
create value and achieve business outcomes. 
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that falls in this zone requires urgent improvement. It is therefore a great concern 
that the critical development area that procurement is least prepared to address is 
supporting enterprise digital transformation objectives.

How Procurement Will Close Its Digital Capability Gap in 2017
Other data collected in the study shed light on why digital objectives dominate the 
critical development list. Function leaders in general (and procurement leaders even 
more so) expect that digital transformation will fundamentally alter their companies’ 
business model, operations, product portfolio and competitive landscapes – hence the 
high importance ratings. But only 25% are confident that the enterprise and their own 
function have the strategy, resources and competencies to execute the transformation, 
which accounts for the low ability ratings. (Fig. 4).

FIG. 3   Of all the critical development areas, procurement has the lowest ability to support enterprise
digital transformation objectives

Source: Key Issues Study, The Hackett Group, 2017
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FIG. 4   Presence of digital transformation strategy versus ability to implement

Source: Key Issues Study, The Hackett Group, 2017
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Despite the general lack of confidence in transformation capability, the enterprise march 
to digital is accelerating. The number of respondents reporting digital transformation 
initiatives planned or already under way has more than doubled since our 2016 study, 
conducted in late 2015. The number of companies reporting initiatives related to 
analytics, a major aspect of digital business, has also nearly doubled since that time. 
Procurement leaders expect that 13% of their staff will be engaged in transformation 
efforts and 29% of procurement processes will be affected in 2017. 

To close the digital capability gap, procurement must prioritize its efforts in four key areas 
(Fig. 5):

• Improving the stakeholder experience.

• Orchestrating a procurement-as-a-service portfolio.

• Setting a foundation of analytics-driven insights.

• Leveraging technology to accelerate transformation.

Priority #1:  Improving the Stakeholder Experience 
While becoming essential for all procurement organizations, improving the experience of 
stakeholders is especially true for world-class organizations (as identified by our empirical 
methodology). These groups have reached the point at which most of the significant 
opportunities for cost savings and efficiency gains have already been unearthed, making 
identification of new sources of value essential. Raising stakeholder satisfaction will 
build trust and help procurement gain the organizational permission to take on higher-
value work. To do so, a structured approach to improving the stakeholder experience is 
most effective. It requires rebalancing the service portfolio to focus on the areas with not 
only the highest demand but also the most potential to contribute to company revenue. 
Success will hinge on procurement’s ability to:

• Build an omnichannel and personalized stakeholder experience: This includes 
enabling multiple buying channels (e.g., help desks, self-service online catalogs, third-
party aggregator sites) and making them available anywhere/anytime to stakeholders 
(Fig. 6). It also means enabling real-time information and status checks on all 
procurement requests/transactions and creating intelligent purchasing processes that 
recognize buyers and their role in the organization.

Procurement leaders 
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of their processes 

will be affected by 

digital transformation 

projects in 2017 

FIG. 5   Four enablers of procurement’s own digital transformation

Source: The Hackett Group
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• Measure value beyond savings: As requirements change, so does the definition of 
procurement’s success. For a company that is growing quickly and is highly profitable, 
innovation and agility may be the biggest priorities. For a more mature company, 
efficiency gains and cost savings may hold greater importance for stakeholders. 
The key is to continue to adjust the alignment between procurement’s goals and its 
stakeholders’ objectives. Increasingly, many organizations are revisiting their purchase-
to-pay value proposition to ensure that it ties into the broader source-to-pay strategy. 
This requires looking beyond cost savings and service level excellence to more 
strategic goals (Fig. 7).

• Segment the stakeholder community to find the right service level mix: Most 
procurement teams have initiatives in place to segment suppliers, but grouping key 
stakeholders can be just as important to ensure the best alignment of resources. Who 
are the customers? The most approachable? The best champions for procurement? 
The greatest consumers of procurement’s services? These and other questions 
must be asked in order to identify key stakeholders. Segmenting the customer base 
by attributes like importance and level of influence within the organization creates 
a foundation for developing an engagement plan customized to the needs of each 
stakeholder type.

FIG. 6   Creating an omnichannel and personalized stakeholder experience
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FIG. 7   Sources of procurement value

Source: The Hackett Group
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Priority # 2: Orchestrating a Procurement-as-a-Service Portfolio
An “as-a-service” portfolio refers to streamlining the buying experience and creating 
an organizational model that permits procurement to be closely aligned to its primary 
stakeholders so it can react quickly to changing requirements. To achieve this, 
procurement must: 

• Develop a well balanced portfolio of sourcing and purchase-to-pay service 
offerings: World-class companies in our benchmark database have realigned their 
service portfolios to deliver more value to the business and increase demand for their 
services, emphasizing the build-out of capabilities such as on-demand analytics and 
market intelligence. This in turn has helped broaden their spend influence, the savings 
they are able to capture, and the value delivered beyond hard-dollar savings. 

• Rebrand the procurement organization to increase awareness and influence: 
Once the service catalog is defined, it must be clearly communicated to stakeholders 
so they and other internal customers are clear about the scope of services and 
the service levels they can expect from the procurement organization. For its part, 
procurement must understand the needs of stakeholders, develop the principal 
elements of brand identity, clearly communicate its branding message, and keep 
stakeholders engaged over the long term.

• Optimize use of Centers of Excellence and placement of resources globally: 
A procurement COE is a multifaceted tool. Nearly all advanced procurement groups 
use some type of COE to ensure that staff and internal customers receive consistent, 
best-practice-based support for activities such as analytics, benchmarking, reporting 
and transformation support (Fig. 8). One common responsibility is supporting strategic 
sourcing, including methodology, templates and market intelligence (MI). In many 
cases, the COE’s role is to program-manage and promote the adoption of MI within 
the organization, gathering pre-packaged, completed MI reports from external sources 
and disseminating them throughout the organization. In rare cases, its role is much 
broader and includes services to analyze the intelligence and provide insightful reports. 

FIG. 8   Top strategic activities currently and being piloted in a Center of Excellence
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Priority #3: Setting a Foundation of Analytics-Driven Insights
As procurement’s role matures from transactional facilitator to trusted business 
advisor, proficiency with the next generation of analytics – a.k.a. “big data” – will be 
a key enabler. Big data has been a game-changer in customer analytics, offering an 
unprecedented ability to quickly model massive volumes of structured and unstructured 
data from multiple sources. Over half of study participants indicated that they expect 
improving procurement analytics to be a higher priority in 2017 than in 2016 (Fig. 9). 

To take full advantage of advancements in analytics, procurement must: 

• Invest in training for analytics center of excellence and special projects teams: 
Sophisticated analytical tools and methods can only live up to their full potential when 
put in the hands of staff with the skills to use them. It is impossible to overstate the 
importance of training and hiring for these skills. The specific capabilities required 
can be understood only through careful definition of the objectives and governance 
structure of an analytics program.

• Deliver new forms of market intelligence: Agile procurement organizations are 
characterized by information-driven, proactive decision-making that leverages market 
intelligence to improve the quality and timeliness of strategic sourcing activities. For 
indirect categories where internal expertise is limited, organizations should consider 
subscribing to third-party category intelligence reporting services. Experienced 
category managers can then be assigned to leverage information from these 
specialists to develop new sourcing strategies for any large, untapped opportunities 
identified. Where products or services are non-strategic, infrequent or low-cost, a 
COE-driven approach that relies primarily on publicly available sources of data may be 
in order. 

• Mitigate risk through predictive forecasting: Using predictive analytics to evaluate 
commodity price volatility and model its potential impact on cost structure and 
profitability is expected to be the next frontier for procurement analytics programs. 
The price-forecasting ability of predictive analytics also provides an edge during 
supplier negotiations. Investments in predictive analytics deliver greater data 
assurance and ultimately help reduce costs thanks to better visibility and control.
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FIG. 9   Procurement priorities in 2017 versus 2016
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Priority #4: Leveraging Technology to Accelerate Transformation 
Technology is at the heart of any digital transformation. For example, business-to-business 
networks make it possible for trading partners of differing levels of technological 
sophistication to work together. They provide the platform for an ecosystem of source-
to-pay applications supporting not only order and invoice automation, but also regulatory 
compliance, risk and corporate social responsibility. To ensure a success transformation, 
procurement must: 

• Find the right mix of suite versus niche software solutions: In almost equal 
numbers,  survey respondents said that they have a single source-to-pay technology 
provider today or aim to have a single provider but just haven’t gotten there yet (Fig. 10). 
The benefits of having a single provider include tighter integration between modules, 
price discounts from bundling, and less-complex support and maintenance.

• Build flexibility into the roadmap to take advantage of emerging technology: 
Despite the move to a single provider shown in the previous bullet, there are still areas 
like supplier risk management and services procurement where organizations often 
find themselves augmenting their primary solution with a niche, best-of-breed tool. 
Another example is the use of cloud-based business intelligence solutions, which 
procurement often uses on top of existing source-to-pay software to garner new 
insights and take advantage of the latest advances in analytics software. Organizations 
must determine which features will truly differentiate procurement’s services and 
whether the risks of working with a smaller, emerging technology vendor outweigh 
the benefits of a single, more established provider. The Hackett Group’s view is that 
emerging tools in sourcing, supplier lifecycle management and spend analysis are 
more likely to provide that type of differentiation than purchase-to-pay software.

• Help improve technology sourcing for the company: Leveraging technology to 
accelerate transformation is not just about the technology that procurement uses but 
also the increasingly important role that IT category management plays. For example, 
as companies begin to explore ways to harness developments such as robotic process 
automation, cognitive computing and the internet of things, what new and unexpected 
contractual issues need to be considered? How can procurement ensure it is applying 
the right level of supplier due diligence without stifling innovation? Procurement must 
get ahead of new technology trends and work with IT to define a point of view about 
the risks and rewards that need to be considered. It must also take an active role in 
identifying new and innovative suppliers.

FIG. 10   Source-to-pay technology strategy
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Conclusions and Recommendations
If procurement is to remain relevant in 2017, it must embrace the tenets of digital 
transformation as discussed in this report. A lack of confidence by the business about 
its ability to execute digital transformation brings procurement both opportunities 
and challenges. By addressing its own shortcomings in capabilities and resources, 
procurement can transform as a function and strengthen its role as enterprise 
transformation enabler and advisor. 

Procurement leaders should ask some hard questions (Fig. 11) to assure themselves 
that steps are taken to avoid being left behind as the enterprise moves toward digital 
transformation. 

Related Hackett Research
“Branding Procurement to Improve Communication, Increase Spend Influence,” 
December 2016 

“B2B Networks Hold the Key to Unlocking Procurement’s Digital Transformation,”  
August 2016  

“What Procurement Leaders Need to Know About Robotic Process Automation,”  
July 2016

“Exploring the Business Case for High-Quality Market Intelligence,” April 2016 

FIG. 11   Digital transformation assessment

AREA ASSESSMENT QUESTIONS

Digital 
stakeholder 
engagement

• Have you segmented the stakeholder base to better understand needs and 
wants? 

• Have you aligned your engagement model with each stakeholder’s 
requirements? 

• Is the stakeholder experience consistent across all interaction channels?

Digitally 
enabled 
workforce

• Are employees able to self-provision their laptops, phone, tablets, etc.? 

• Has training been modernized to take advantage of new digital formats? 

• Is there a plan in place to maximize the use of video conferencing, including 
suppliers?

Digital 
service 
orchestration

• Have you evaluated your current state for RPA opportunities? 

• Is there a clear inventory of procurement’s available services? Is it well 
understood? 

• Is there a vision for delivering procurement-as-a-service?

Insight-
driven 
enterprise

• Have you evaluated your current BI solutions to understand their roadmap to 
cognitive computing? 

• Do you have a plan in place to deliver predictive forecasting in areas like 
commodity volatility and risk? 

• Is mobility part of the overall strategy (i.e., how are you enabling access to  
real-time analytics on a tablet or phone)?

Source: The Hackett Group
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https://member.thehackettgroup.com/portal/hlink/?node=h_content_bpi&kmsContentId=1008420
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This publication has been prepared for general guidance on the matters addressed herein. It does not constitute professional advice.  
You should not act upon the information contained in this publication without obtaining specific professional advice.
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