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What will the world 
throw at us next?
While 2023 will be a time of growth and recovery for some, it will not 
be a year without its perils. Smart procurement professionals are 
blazing trails despite economic twists and turns, but the message for 
2023 is clear: Expect—and plan for—the unexpected.

Little could we have known in early 2020 that not only was the 
COVID-19 pandemic a disruptive event of global proportions—both 
in terms of the human and economic costs—but that its impact would 
be so pervasive and persistent. Supply chain problems caused by 
disruptions in production and distribution in those early months are 
still being felt today. And they have spread. Exacerbating the chal-
lenges for procurement departments have been continued trade 
wars between major powers, the outbreak of war in Ukraine, Brit-
ain’s exit from the European Union, and the ever increasing risk of 
geopolitical events. Market uncertainty, ever-rising inflation, rising 
commodity prices, and tightening labor markets has led to a fever 
pitch of concern over a looming economic downturn and yet more  
woes ahead.
 
Against this backdrop, procurement teams have often found them-
selves on the front lines of a battle for the survival of their organiza-
tions. Never before has the procurement function been so central to 
business strategy, and the answer to economic pressures, geopo-
litical unrest, supply chain disruption and other business issues that 
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have impacted companies in the past 18 months. Now more  
than ever, the procurement function is mission-critical  
for organizations.
 
Procurement is changing rapidly and procurement professionals 
are becoming key to the success of their organizations. Innova-
tive and insightful procurement professionals have found a host 
of tools to help their companies through these hard times. They 
have curbed their indirect spend to find efficiencies and cost sav-
ings. They have used big data to analyze spend and find efficien-
cies. They have examined their supplier roster and supply chain 
for smarter solutions and better partners to collaborate with. 
They have used automation to reduce time spent on monotonous 
tasks. They have communicated and collaborated with their 
C-Suite to add value and contribute to business strategy.
 
It is these innovations that procurement professionals must  
continue to use if they are to meet the challenges that lay ahead.
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Let’s look at the  
macro(economics)

There is not a procurement 
professional on the planet today 
that would tell you that rising 
prices and inflation is not a 
huge concern.
 
In April 2022, the U.S. Federal 
Reserve deemed 2021 a Year of 
High Inflation.[i] All categories of 
goods and services it tracks—
nondurable goods, durable 
goods, and services—showed 
an acceleration in 2021 that has 
persisted into 2022. All three 
inflation rates have remained 
above 2% annually since March 
2021. Last year, the cost of food 
rose 5.7%, housing swelled 3.7%, 
and health care jumped 2.7%. The 
cost of energy spiked 29%. The 
Fed has warned that disruptions 
caused by Russia’s unprovoked 
invasion of Ukraine will 
“contribute significantly” to 
aggregate inflation for the 
foreseeable future.
 
Inflation has impacted not just the 
costs of goods and materials, but 
also business services—such 

as telecom, legal, and financial 
services—are raising their prices 
for their business customers. 
Many procurement teams have 
realized that managing indirect 
spend is an effective tool for 
combating inflation, according to 
CFO Magazine.[ii] Bringing office 
supplies, furniture, IT equipment 
and other areas of spend often 
unmanaged by procurement 
under the team’s watchful eye 
helped offset the impact of rising 
costs, price volatility, and capacity 
shortages and disruptions.
 
While organizations can usually 
manage almost 100% of direct 
spend, it has historically been 
difficult to control buying behavior 
for indirect spending. Yet an 
inflationary market has made this 
almost an imperative, since even a 
“moderate percentage off indirect 
spending” improves earnings, 
according to CFO.

For indirect spend to be a tool to 
fight inflation it must be managed 
centrally, says CFO, changing 
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the behavior of any worker who 
transacts with external suppliers. 
Thresholds need to be set for 
compliance triggers, buying 
channels that direct purchases 
to the preferred suppliers need to 
be established, and rates need to 
be renegotiated. And widespread 
engagement across the company 
is crucial, warns CFO. Without 
it, “employees may still make 
purchases outside
 purchasing policies and 
supplier agreements.”
 
Ultimately, a good indirect 
spend solution becomes an 
inflation-buster because it is a 
defense against rising prices, 
and also ends up reducing 
consumption. When spend is 
decentralized, people across the 
one organization can duplicate 
purchases unintentionally. This 
leads to buying too much and 
wastage. For instance, different 
offices in the one organization 
may buy their own licenses for 
basic software, ending up with the 
company as a whole buying 
more seats than they are  
actually using.
 
Walgreens Boots Alliance CPO 
Jim Townsend said inflation has 
brought organizations a whole 
host of challenges.
 
“Even something as prosaic 
as paper can significantly 
impact spend,” said Townsend, 
explaining that over the past 
couple of years there has been a 
significant number of paper mill 

closures. And the mills that still 
exist are operating at maximum 
capacity. The knock-on effect 
has been a shortage of the raw 
materials that go into paper 
production, such as resin and 
pulp. “This is just one example. 
There have been many issues for 
organizations around the supply 
of staple products.”
 
In addition, many companies 
up and down the supply chain 
have found themselves facing 
labor challenges. “This has left 
many companies with some 
big decisions to make in terms 
of what they stock and what 
services they need. We’ve got 
the classic combination of supply 
availability and demand tensions 
that lead to classic inflation.”
 
The result for procurement 
teams, said Townsend, has been 
a push on cost.
 
“It has put some CPOs in a 
difficult position,” said Townsend. 
“They have savings targets that 
sometimes their jobs depend 
on, and they feel like they’re 
swimming upstream.”
 
In the past 18 months, 
procurement teams have 
had to not only ensure their 
organizations have the material 
they need in a supply-stressed 
economy, but also to still hit their 
savings target.
 
Only recently, said Townsend—
as businesses started to 
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understand the external forces 
outside of the procurement 
department’s hands—has the 
pressure started to dial down.
 
“In these organizations, the focus 
is shifting towards availability 
versus costs. But cost increases 
are absolutely impacting the 
procurement departments and 
putting a whole ton of pressure 
on them.”
 
In times of inflation, there are “five 
people trying to buy the same 
part,” explains Townsend.
 
“When that happens, 
long-standing partnerships with 
your suppliers and customers 
become crucial, so that you can 
work together.”
 
One solution, according to Greg 
Tennyson, Fairmarkit SVP of 
Strategy and Procurement, is to 
build a “tiger team”—a cross-
collaboration of several 
business units.[iii]
 

“The team can respond quickly 
to supply availability issues for 
materials and labor, as well as get 
in front of inflationary pressures,” 
said Tennyson
 
However CPOs choose to attack 
the issue of inflation, it is just one 
of many challenges they now face 
in an uncertain world.
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Geopolitics Exacerbate 
Pandemic Pressures
When Russia launched an unprovoked invasion 
on neighboring Ukraine on February 24, the world 
was shocked and concerned for the human toll that 
would be brought upon the Ukrainian people. But few 
understood the ramification for the global economy 
and the supply of key food staples. By March, National 
Geographic was warning that the war could plunge 
the world into dire food shortages.[iv] Ukraine and 
Russia together produce 
nearly 30% of the world’s 
traded wheat and 12% of 
its calories. With produc-
tion in Ukraine grinding to  
a halt and Russian supply  
cut off by Western sanc-
tions, war has shut down 
grain exports from  
both countries.
 
“Without them, soaring 
food prices and shortages 
could touch off a wave 
of instability the world 
hasn’t seen since the Arab 
Spring of 2012,” warned 
National Geographic.
 
Russia is also one of the leading exporters of fertilizer 
to all points around the globe. A lack of this essential 
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component of the food production 
cycle is already impacting harvests 
around the world.
 
Events in Ukraine show how what might 
seem like a localized geopolitical event 
can have vast repercussions for global 
markets. And procurement profession-
als in every conceivable sector of the 
economy have been affected by them, 
either directly or indirectly.
 
“In some cases, the decision is straight-
forward,” said Jeremy Jordan, COO of 
supply chain-as-a-service provider SDI, 
of a CPO’s decision-making in light of 
a geopolitical event. “For instance, you 
can’t do business with suppliers in Rus-
sia because there are sanctions against 
it, or for European companies Brexit 
might have made the import of goods 
from the European Union cost-
prohibitive. So, you need to hunt down 
other supply lines.”
 
But other geopolitical situations require 
even more complex calculus, like using 
Chinese suppliers in the middle of a 
U.S.-China trade war. In these cases, 
as well as supply and demand issues, 
procurement teams must also under-
stand the sustainability and environ-
mental, social, and governance (ESG) 
implications of a purchase or 
supplier relationship.
 
“Companies might begin questioning 
whether they will continue working with 
some Chinese manufacturers, not just 

because of increasing transportation 
costs but also from an ESG perspec-
tive,” said Townsend. “The sum result 
of things like Brexit, trade wars, political 
unrest in Eastern Europe, and Russia’s 
invasion of Ukraine are that organi-
zations reflect on the stability of their 
supply chain.”
 
The challenge geopolitics brings to 
procurement, said Townsend, is that 
“things we believed were constant in the 
past are no longer constants now.”
 
Instead, through the lens of procure-
ment, the world has become volatile, 
uncertain, complex, and ambiguous.
 
“This is something that procurement 
has not seen in the past 30 years,” said 
Townsend, noting that since the oil cri-
sis of the 1970s the world has been  
a relatively stable place. “Now  
we seem to be entering a period of 
further instability.”
 
The difference now for Townsend, how-
ever, is that procurement professionals 
have technology which enables them to 
look at old problems in a different way.
 
“The modern procurement profession-
al’s playbook enables us to figure out 
the answers,” said Townsend.
 
Yet technological advancements— 
and the greater interconnectedness  
of markets—has also brought its  
own challenges.
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Disruption intensifies
Geopolitics, natural disasters, and supply and demand 
pressures are all causes of a widespread disruption that 
procurement teams have had to deal with over the past 
18 months.
 
“Often it feels like new challenges are coming in, all at the 
same time, and compounding each problem after the 
next,” said Jordan. “This makes the solution harder and 
harder to find.”
 
As an example, Jordan—a specialist in Maintenance 
Repair and Operations (MRO)—cites the 2021 Tex-
as power crisis. In February of that year, record-low 
temperatures put pressure on the state’s electrical grid, 
resulting in extended blackouts. The result was wide-
spread disruptions to the supply chain, as well as the toll 
it took on citizens.
 
“Natural disasters tend to have temporary impact, shut-
ting down plants that have never been shut down before. 
But they also have a compounding effect on the supply 
chain,” explained Jordan. “Customers can’t rely on the 
closed plant, so they look for other sources, putting fur-
ther pressure on demand. A lack of a critical component 
usually made in Texas may result in delays in production 
of a product in Illinois, creating its own supply pressures 
further down the supply chain.”
 
Edmund Zagorin, a Forbes Councils Member, notes that 
a key lesson from the pandemic-related supply chain 
disruptions was that high quality procurement data is a 
business imperative. With the pandemic came bottle-
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necks, backlogs, and surges in demand, Zagorin reminds us. And 
those companies that could not quickly access procurement data 
could not find new suppliers or delivery modes, understand their in-
ventories, negotiate new contracts, or force performance of existing 
contracts. Data quality became even more of an imperative to cost 
savings because it became the key differentiator between organiza-
tions that survived and thrived, and those that did not.[v]
 
From the threat of severe supply chain disruption rose a new type 
of service provider for procurement professionals—the third-par-
ty data provider. Instead of collecting procurement data through 
requests for information and then manually entering the data (from a 

small sample of suppli-
ers), CPOs found that 
they could obtain a much 
broader and deeper un-
derstanding of a market 
by purchasing supplier 
data from third-party 
supplier databases. The 
data is not only cheaper, 
but also cleaner and 
structured in a way that 
makes analysis easier.
 
There are myriad supply 
chain challenges where 
data can be part of pro-
curement’s solution, 
said Townsend.
 
“The whole issue of 
shipping across the 
globe—which used to be 

so matter-of-fact—has now become incredibly challenging. Many 
organizations are struggling with the impact of port congestion. 
At one point there were literally hundreds of ships in the Pacific 
and Atlantic Oceans waiting to dock off the coast of the U.S.,” said 
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Townsend. He added that labor challenges in terms of 
truck drivers and warehouse staff, initiatives to re-shor-
ing parts of the supply chain back to local markets, and 
sustainability concerns can all compound the procure-
ment team’s problems.
 
The right data can help CPOs understand how these 
logistical disruptions expose them to supply chain risk 
and help them identify solutions.
 
For Jordan, technology, robust data, and automation 
has helped procurement teams move from just-in-time 
inventory (reducing the amount of inventory kept on 
hand and shipping items just in time for use), to identi-
fying loss of items that 
pose the most risk, and 
increasing their inventory 
levels accordingly.
 
“Before the massive dis-
ruptions we’ve seen over 
the past two years, just-
in-time worked because 
there was an abundant 
supply. Now, the risk of 
not having certain parts 
has become high be-
cause lead times have 
grown by such significant 
amounts,” said Jordan.
 
For both Townend and Jordan, the lesson of past dis-
ruptions is clear. They have happened before, and they 
will happen again. Procurement teams need to be ready.

Often it feels like new 
challenges are com-
ing in, all at the same 
time, and compound-
ing each problem af-
ter the next. 
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A Matter of Business 
Survival

In a tough economic environment 
pronounced by geopolitical uncertain-
ty and unexpected disruptions to the 
supply chain, procurement profession-
als find themselves key to the survival of 
their organizations.
 
Jordan believes businesses will contin-
ue to face a “very volatile” and inflation-
ary environment for at least the next 
eight to twelve months. He advises or-
ganizations to be prepared and focused 
on availability rather than cost.
 
“Just to keep the euphemistic car 
running will not be a cost-effective 
operation. It will be a business survival 
issue,” said Jordan, who believes that 
as the economy moves into “recession 
mode,” demand may actually decrease, 
allowing supply to catch up and move 
into a more normalized environment.
 
“But this won’t happen for at least a year 
or two,” warns Jordan. “So, procure-
ment teams need to be prepared to deal 
with an extended period of inflation and 
supply pressures.”
 
In such an environment, Townsend says 
CPOs must be clear about the goals of 
their company and do their part to work 
towards their fulfillment.
 

“What’s important to the organization 
you work for? What are you trying to 
achieve as an organization?” Townsend 
said. “There won’t be one homogenous 
answer to that, and it’s unlikely it will be 
expressed in terms of the procurement 
function. So, you need to be able to 
translate it into what you can do in 
your team.”
 
The answer will help CPOs be clear 
about what value the company expects 
them to deliver, said Townsend.
 
“Sometimes CPOs spend too much 
time thinking about what they feel the 
business wants from them, rather than 
what are the actual business needs. 
And the difference is really important,” 
said Townsend.
 
For instance, while CPOs may be un-
derstandably focusing on cost reduc-
tion, they may be missing their organiza-
tion’s sustainability and ESG goals.
 
“These may be just as important to your 
C-Suite,” said Townsend. “The key is to 
be able to communicate how what you 
are doing helps the organization for-
ward its goals—both in the immediate 
term and in the future.”
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At their disposal to help meet these goals are a toolkit 
that includes not only procurement technology, but also 
a raft of important skills that the modern procurement 
professional must have.
 
Communication and speaking the language of all mem-
bers of the C-Suite—from the CEO and CFO, to the 
CTO and CMO—has become increasingly important to 
procurement professionals.
 
Reacting to the now while also considering the future is a 
fine balance, said Jordan. But it is an important one.
 
McKinsey sees the procurement function as of critical 
importance to corporate resilience, serving as the “or-
chestrators between a business and its suppliers.”[vi] 
The consultancy sums up procurement’s role in helping 
combat inflation as threefold:
 

• Ensuring supply and price stability in the 
here and now

• To minimize costs in the medium terms, 
deploying an advanced “volatility toolbox,” 
with a “broad range of levers.”

• Institutionalize procurement strategies 
across the organization for the long term.

McKinsey describes best practice as a “procure-
ment nerve center” that brings together specialists 
from supply chain, planning, finance, operations, and 
engineering to “triage supply-availability problems 
for raw materials, components, and related inputs.”
 
The function of the nerve-center team is to acceler-
ate a company’s response to uncertainty in a cen-
tralized manner. In times of inflation, the nerve center 
collaborates to find cost savings, locates alternative 
commodities and suppliers, and develops deeper 
partnerships with key suppliers to generate addition-
al sources of value.
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Developing a nerve center improves the cost base, protects and 
enhances margins, and drives organizational alignment, 
says McKinsey.
 
For Gartner, CPOs have an opportunity in the current crisis. Fi-
nance leaders across most sectors are currently focused on ini-
tiatives that will drive transformation of their companies. They are 
specifically interested in more flexible budgeting and forecasting, 
as well as elevating the digital capabilities within their teams.[vii]
 
This plays right into the hands of innovative CPOs—as long as 
they invest their time, efforts, staff, and technology appropriately 
to lay the groundwork for more autonomous operations.
 
The goal of the CPO in this time of crisis is to enhance their com-
pany’s competitive advantage in the quarters and years to come.
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Procurement Best 
Practice Becomes 
Mission Critical
Global management consulting firm Kearney warns 
that current strategies are increasingly at risk of 
“collapsing under the weight” of their own complexi-
ty.[viii] Procurement teams are “consumed” by their 
day-to-day work negotiating savings, managing risk, 
ensuring legal compliance, and processing trans-
actions. With these tactical activities blinkering their 
views, Kearney cautions teams not to lose sight of 
their real purpose: “trans-
lating supply–market 
value into product value 
for the customer.”
 
If it is to fulfill its purpose, 
procurement needs to 
be “led from the center,” 
own its processes, add 
value, and serve as a hub 
for innovation throughout 
the organization, says 
Kearney. Otherwise, it will 
be forever unable to move 
beyond cost savings as a 
function.
 
An organization’s pro-
curement strategy must 
include sourcing, supplier 
management and man-
agement of the procure-
ment process.
 

Procurement 
shouldn’t be a defen-
sive play. It should be 
an offensive weapon 
that improves supply 
chain sustainability 
and the bottom line.
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Procurement teams and businesses 
alike have not lacked in effort when 
trying to innovate, as exemplified by 
the myriad e-procurement systems 
lying unused on company PCs 
around the world. Yet instead of 
providing intelligence, Kearny has 
found that many of these e-pro-
curement solutions did not meet the 
ambitions or ultimate needs of many 
procurement teams. While helping 
to improve spend visibility, rationalize 
suppliers, and solve basic sourcing 
problems, few have so far been able 
to automate procurement tasks, 
provide advanced data analytic 
capabilities, or embed procurement 
into an organization’s DNA. The 
future of procurement is in such 
advances, says Kearney: automating 
basic procurement tasks, providing 
insightful data and ideas that can 
drive business strategy, and embed-
ding procurement into an organiza-
tion’s culture.
 
For a recent study, Kearney spoke to 
the CPO of a “market-leading” orga-
nization who has made procurement 
one of the most prominent teams in 
the company.
 
Procurement is not a defensive 
mindset at this organization. Instead, 
it is seen as an “offensive weapon” 
that improves the bottom line and 
improves the sustainability of the 
supply chain. The CPO’s team is 
seen as a career “training ground” 
for other roles in the organization.

For Townsend, there is no silver 
bullet to solving the problems 
CPOs face.
 
“There is no one tool that would 
foresee all of the issues you will 
face as a procurement profession-
al,” he said. “The key is understand-
ing how to use the tools you have to 
extrapolate information that can 
be actionable.”
 
Current procurement tools provide 
professionals with a way to ad-
dress today’s challenges in a way 
different from how they were faced 
in the past, said Townsend.
 
In 2023, the questions are:
 

1. Are your tools helping you mate-
rially mitigate supply and inflation 
risk?

2. Do these tools help you leverage 
the disruption opportunity?

3. Are your current tools helping you 
create a sustainable competitive 
advantage?

 
The goal, said Townsend, is to use 
procurement tools and data to un-
derstand more about the inherent 
risks that exist in the supply chain 
and respond more quickly to emer-
gent situations.
 
The trick is to pull all the data you 
have into one place for analysis, 
said Jordan, whose company has 
built a data lake which stores all of 
its transactional history.
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“There’s a lot of information in there from a lot of dif-
ferent data sources. But built on top of that data lake 
are visualization and automation tools that allow us to 
analyze the data and glean insight that points us in the 
right direction,” said Jordan.
 
But while the data and analysis will “give you the infor-
mation,” it’s up to you to do the critical thinking.
 
“If you can’t do critical thinking, then the technology is 
essentially useless,” he said.

“People say data is king, but I 100% disagree with that,” 
said Jordan. “Data is the throne. The King is the person 
who can interpret all that data and make the best busi-
ness decision.”

The key, says Townsend, is to figure out procurement’s 
role in your company and focus on things that you can 
do to deliver that performance.

WITHOUT 
CRITICAL 

THINKING, 
TECHNOLOGY 

IS USELESS.
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“For many procurement teams, it’s 
about cost and it’s about cash. But it’s 
also about ESG and risk.”
 
Data can help you weigh these com-
peting goals by helping you analyze 
both your company’s situation and the 
dynamics of the outside world that 
impact it.
 
As an example, technology can now 
help procurement teams understand 
the impact of a geopolitical or natural 
disaster event by highlighting their 
exposure to a particular market.
 
“Say there’s been a tsunami in Japan,” 
poses Townend. “If you are able to 
identify your suppliers—not only first 
tier but throughout your supply chain, 
including indirect spend—you can un-
derstand your organization’s exposure 
to the event.”
 
Many corporations spend hundreds 
of millions of dollars on indirect spend 
with thousands of suppliers.
 
“Tail spend can be complex, and the 
variety is huge. In the wake of a geo-
political event, volatility of demand can 
be very high, yet volumes of particular 
items can be low from buyers in all cor-
ners of the company, so it’s a really dif-
ficult thing to manage,” said Townsend. 
“Somehow you’ve got to find a way to 
make it simple.”

This is where analytics and automated 
sourcing solutions can help, 
said Townsend.

 
“Spend data can help you not only 
find efficiencies day-to-day, but also 
identify risk and mitigate that risk 
with alternative suppliers,” 
said Townsend.
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Conclusion: Be the King
A recent New York Times opinion piece pondered the role of robots 
in the workforce. The conclusion was that while robots and workers 
have a tense relationship when it comes to their respective roles 
in productivity, the two do not need to be on opposing sides. Auto-
mation will “destroy” some jobs but also make workers who aren’t 
displaced more productive, raise overall incomes, and create new 
kinds of jobs, said MIT labor economist David Autor.[ix]

While the article focused on the blue-collar workforce and the 
impact of automation in manufacturing, in many ways its conclusion 
describes precisely what is happening to innovative procurement 
teams around the world. The right technology—especially auto-
mation—has freed procurement professionals from many of the 
job’s mundane and monotonous tasks so they can concentrate on 
high-level tasks like finding efficiencies, analyzing spend, and gener-
ally adding value.

Forward-looking profes-
sionals and their orga-
nizations were already 
doing this well before 
global challenges such 
as natural disasters, trade 
wars, and the pandemic 
had far-reaching conse-
quences for business-
es and the economy 
generally. The events of 
the past few years have 
only served to accelerate 
innovation, not only as 
a way for companies to 
improve, but even merely 
to survive.
 

Automation might 
displace the 
unproductive, but 
it will also raise 
incomes and create 
new jobs.
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In particular, the use of data to analyze and strategize 
spend, and automation to improve the sustainability 
of the supply chain and the bottom line, have proved 
critical tools for the evolved CPO.
 
But procurement tools are only as good as the person 
using them. As SDI’s Jeremy Jordan says, data isn’t 
king. Data is the throne. The person who can under-
stand—and communicate—the insights that come 
from that data, that person is king.

THE RIGHT 
TECH FREES 

PROCUREMENT 
FROM THE 

MUNDANE AND 
ELEVATES IT TO 

ADD VALUE. 
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