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Industry Best Practices




Procurement Modernization across Government

The federal government has a mandate to modernize procurement
so that they are simple, less administratively burdensome, deploy
modern comptrollership and include practices that support our
economic goals, including green and social procurement.

This strategy includes improving our approach to workforce
management and professionalization and strengthening
procurement leadership.
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Procurement’s Value Proposition
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Increase the strategic and commercial impact of procurement capabilities

Source: A look into the future of procurement, Gerard Chick and Robert Handfield, Supply Chain Quarterly, Quarter 1 2016
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Five Characteristics of World-Class Procurement Organizations
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Source: The Hackett Group, Five Characteristics of World-Class Procurement Organizations, 2014
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Top Procurement Priorities in the Industry

Procurement Areas of

Procurement Priorities Investment
Reduce and avoid purchase costs 85% Category management 85%
Elevate the role of procurement to a trusted | 81% Strategic sourcing 83%
advisor
(o)
Increase spend visibility 76% Talent management 76%
Improve agility 74% Supplier relationship management 74%
. . o
Increase stakeholder satisfaction 70% Data analysis and reporting 67%
. . o
Reduce supply continuity risk 68% Supply market intelligence 51%
(o)
Deepen influence on complex indirect 65% Procurement software 51%
spend categories Procurement CoEs 45%
Strengthen / protect the company’s brand 63%
Shared Services 37%
Tap supplier innovation 55%
Continuous improvement (e.g. Lean, Six 35%
Reduce regulatory non-compliance risk 51% Sigma)

Source: The Hackett Group, Key Issues Study, 2016
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Spend Analysis Benchmark Performance and Spend Maturity

More than 90% Less than 50% 51-90% spend
4 spend under ‘ spend under under

management/ management management
procurement
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Leading companies achieved benefits:

2-12% reduction in material costs through informed sourcing
50% reduction in off-contract spending

20-70% reduction in inventory levels

5-50% reduction in inventory costs

o . Source: Aberdeen Group, Spend Analysis:
20% reduction in redundant or unnecessary parts and materials Working Too Hard for the Money 2007
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Evolution of Spend Management

Supply Chain, Supplier and Customer Integration

* Cross supply chain integration with toolset enablement
» Deep supplier and customer integration

* Leveraging shared service delivery models

14% >
+ ‘Value Chain

Strategic Sourcing and Procurement
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© * Business influence and focus Cat Integration
°\° * Supply side TCO focus ategory
812 . Management
c .
9 o Strate_glc Portfolio and Category Management
et Sourcmg » Focus on demand and supply integration
g ‘ * Focus on end-to-end TCO
—
Spend
o 3-8% AIrJIaIytics Leveraging Spend for Value Creation
c * Focus on analyzing spend for value creation opportunities
a » Understanding spend for leverage purposes
— o
© 0-3% S.p end .
@ Visibility o
= Spend Visibility and General Procurement
— » Generating enterprise wide spend visibility with drilldown capability
‘>U » Understanding how and where the organization is spending
Innocence Awareness Understanding Competence Excellence

Value Chain Creation % of S
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CBSA Landscape
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Procurement Environment

Maijority of time spent
on tactical activities with

Limited e-Enablement little time to be strategic

and highly manual
activities Unclear roles
and responsibilities

Inability to
measure performance
and prioritize work

Skills and
knowledge gap

Limited resources and

competitive marketplace Lengthy, complicated

and inconsistent
processes

Poor planning and
reactive culture

Poor contract management
and spend leakage
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Key Findings

. ® Spend fluctuates 15-85% year over year making it difficult to plan and
Contract Spend in last 5 years sustain operations

(in millions)

®© Approx. 2400 transactions each year creating a transactional
environment

® 50% of the transactions are less than $10K results in a large portion
of efforts placed on non-Agency priorities

® Lack of consolidation and limited commodity owners resulting in high
volume of transactions and inefficient processes

® Right-sizing requirements to avoid going to PSPC or SSC resulting in
multiple short term contracts for reoccurring needs

135.30,
10% ® Lack of planning triggering many last minute requests and reactive

environment

74% Of Spend

Total Spend = $1-4B ® Lack of policy, procedures and tools result in inconsistent business
= Security Goods and Services practices and many frustrations
" IT Consultants ® We are not leveraging our business needs and building enough
Hardware and Software strategic arrangements as 500 to 700 unique suppliers are used per
. , , year. Top 25 suppliers (or 3-5% of suppliers) account for 65% of the
" Medical Services and Equipment spend. Industry best practice is 80% of spend with 20% of suppliers.
= Other
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Problem Statement

 How to reduce volume of work by 40%?
 How to meet service standards 80% of the time?
 How to align with the Agency’s priorities?

« How to build a high performing team?
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CBSA Procurement
Transformation Strategy




VISION

Transform procurement as a lean, agile and innovative best-
iIn-class organization considered a strategic partner and key
enabler to support the Agency’s goals and initiatives.

MISSION

To serve, support, and collaborate with our key stakeholders
to apply sourcing, business insight, market knowledge, and
global perspective to supply the goods, services and
iInnovative solutions for the Agency.

Transforming Procurement as the Trusted

[ ]
Advisor
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Evolution of Procurement

Transactional
Role

Strategic

Role

Knowledge about procurement
process

Disconnected from the business
strategy

Less technology enabled
Transactional focused
One-dimensional supplier
relationships

Short-term focused

Priorities driven by technical
community

Multi-dimensional knowledge
Center of Expertise on
commodities / markets
Strong use of technology
Acts as a consultant

Holistic relationship management
Strong analytic / financial
management understanding
Long term focused
Negotiator

Complex deals

Influence / lead change
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Client Service Delivery Model

Early
Engagement
Action- |
Oriented Collaboration
Consistent Knowledgeable
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Value Chain Integration
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REGIONAL
SOURCING

Real Property
Medical Services
Transportation and
Logistics
Printing Services
Furniture and
Equipment
AV equipment
Uniforms
Training
Communications

BUSINESS LINES

PLANNING AND
REPORTING

Integrated Business
Planning
Spend Analytics
Reporting Obligations
Systems Compliance
and Monitoring
Supplier and
Stakeholder
Management
Dashboards, KPIs and
Scorecards

POLICY AND
CAPACITY BUILDING

Policies, tools and
templates
Training and
development
Recruitment and
Retention
Employee Onboarding
Governance and
Quality Control
Policy oversight and
monitoring
General Inquiries

PROCUREMENT PROJECT MANAGEMENT CAPACITY

Project & Risk Management Dedicated Cross-Functional Teams  Departmental Priorities Self-funded
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Risk / Supply

Low

Krajic

Critical / Bottleneck

Items with limited source of supply; monopolistic
market; large entry barriers; high sourcing difficultty;

Strateqy: maintain good relationships with existing
suppliers and actively develop new/niche suppliers;
innovate; ensure supply

Stakeholders: Keep satisfied

DEVELOP SUPPLIERS

Model

Strategic

Key goods/services for organization; high sourcing
difficultty; high supplier dependence;

Strateqy: diversity, balance or exploit; long term
contracts or do in-house or form partnerships;
executive visibility; performance management

Stakeholders: Manage closely

STRATEGIC SUPPLIERS

Spend Classification

Tactical /| Non-Critical

Low value items;

Strategy: focus on process efficiency; decentralize
purchases; self-serve / use acquisition card

Stakeholders: Monitor

TRANSACTIONAL SUPPLIERS

Leverage

Standard categories with abundant source of supply;
Strateqy: leverage buying power; obtain competitive

price; automate orders
Stakeholders: Keep informed

PREFERRED SUPPLIERS

Cost / Value

High
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Strategic Sourcing Model

Preliminary Opportunity Priority Assessment & High Level Targets and
Assessment Category Selection Plans

Supply Market
Analysis &
Industry
Consultation

Change

Management &
Transition Plan

Spend Analysis

Contract Management &

Conduct Procurement Execute Change Supplier Relationship

Process Management Plan

Management
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Key Enablers to Transformation

Priority
Alignment

Process S
Optimization Digitization
i Cost
Compliance Reduation
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Process Optimization

* Process mapping to streamline operations and
develop capacity to lean the process

« Remove non-value added activities such as
delegating low dollar value, high volume, low risk
procurements to clients

 Increase productivity by reducing volume of work

« Consolidating business requirements to reduce
volume of work and improve planning activities

« Collaborating with key stakeholders to optimize end-
to-end business processes and operations
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Priority Alignment

* Improve planning through formal planning activities
and priority identification

 Align procurement priorities with those of the Agency

* Regular and ongoing collaboration with key
stakeholders is key to success

* Seek senior management engagement and direction

* Having a seat at the table early in the planning
process to support and influence the business

strategy
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Digitization
* Looking for opportunities to automate repetitive business

processes

* Implementation of e-signatures to streamline processes and
enable better work-from-home capability

* |Investing in digital connectivity for better collaboration
across the network

« Leverage P2P functionality to increase self-serve functions
« Enhance Workload Management Tool for better reporting
capabilities

* |nvesting in spend analytics solutions to improve
compliance and reporting functionality and ability to identify
strategic sourcing opportunities
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Compliance

« Spend analytics is key success factor to improve
monitoring and compliance functions

« Developing procurement dashboards and KPIs

* Managing the entire spend for 100% visibility to
maximize opportunity and issues identification i.e.
purchase orders, confirming orders, acquisition cards,
and payments without reference to a purchase order
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Cost Reduction

* Process optimization can achieve significant savings
l.e. 25-75% in many cases

« Consolidation of business requirements can achieve
significant administrative and cost savings by
leveraging economies of scale e.g. 20-30% savings by
consolidating hardware requirements instead of one-

off purchases

* Applying a category management approach can help
identify greater opportunities for cost savings and
reduction while improving value to Canadians.
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Modernization Roadmap

Set-up
Year 1-2

Reduce complexity and drive efficiency

M Restructure organization to align with
priorities of the Agency

B Strengthen procurement governance,
stewardship and accountability

M Increase client delegations for low
complexity, low risk items

M Recruitment and development

Bl Employee onboarding

B Standardize and optimize processes

B Strengthen policy, tools and templates

M Building awareness, engagement and
collaboration

B Nationalizing services

B Building a workflow solution

M Initiate procurement planning activities

& Cost saving targets by consolidating business

needs and rationalizing supply base

Growth

Year 3-4

Operational excellence and
financial stewardship

M Strategic sourcing, category
management and spend analytics
capabilities

B Integrated client-centric workflow
solution

M Robust planning functions

B Measuring results through dynamic
reporting, KPIs and dashboards

B Ongoing recruitment and development

& Cost saving targets by completing
strategic sourcing initiatives.

PROTECTION - SERVICE - INTEGRITY

Maturity
Year 5

B Mature functions

M Lean, agile and innovative
service delivery model

B Automated business processes

B Ongoing recruitment and
development

& Cost saving targets by
automated business processes.
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Key Priorities FY19-20

* Increase client self-serve functions for low risk, low
complexity procurements

* Process optimization and streamlining operations

* Improve stakeholder collaboration and engagement

« Establish procurement planning capabillities

 Renew procurement policies, tools and templates

» EXxplore strategic sourcing approaches

* Restructure procurement operations aligned with
Industry best practices using a category-based approach

« Strengthen recruitment, retention and capacity
development

« Nationalize procurement functions
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Questions?

Josephine Dahan
Josephine.Dahan@cbsa-asfc.qgc.ca

Matthew Woods
Matthew.Woods@cbsa-asfc.gc.ca
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