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Agenda

* The Current State: E-Procurement Capabilities & Limitations
* The Foundation: Prerequisites for a Successful Al Transition
* The Two Paradigms: Traditional vs. Generative Al

* Navigating the Risks: Governance & Mitigation

* The Path Forward: A Strategic Roadmap for Adoption

 Key Recommendations
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The Procurement Evolution: From Process to
Cognition

The journey is a fundamental shift from process automation to
cognitive automation.

* E-Procurement (The Past): Digitized and automated existing
workflows, delivering significant gains in efficiency, control, and
transparency.

e Artificial Intelligence (The Future): Introduces prediction,
interpretation, and creation. It transforms procurement from a
tactical cost center into a strategic, value-creating engine that drives
enterprise resilience.
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The Procurement Evolution: From Process to Cognition

Phase 1:
Manual Procurement

Focus: Transactional Execution

Core Activities:

e Paper-based requisitions

e Manual purchase orders

e Physical record-keeping

e Phone/Fax communication

Primar Value: Fulfilling basic
purchasing needs.

Limitation: Reactive, slow, opaque,
and prone to error.

Phase 2: E-Procurement
(Process Automation)

Focus: Efficiency & Control

Core Activities:

e Digitized P2P lifecycle

e Automated approval workflows
e Centralized supplier data

e Electronic invoicing

Primar Value: Cost savings, process
speed, and compliance.

Limitation: Reached an
"operational ceiling"; still reactive
and unable to analyze unstructured
data.
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Phase 3: Al-Driven Procurement
(Cognitive Automation)

Focus: Strategic Value & Resilience

Core Activities:

e Predictive demand forecasting
e Autonomous negotiations

e Proactive risk monitoring

e Generative content creation

Primar Value: Strategic insights,
supply chain resilience, and
competitive advantage.

Future State: Transforms
procurement into a proactive,
value-creating engine for the
enterprise.



The Digital Baseline: E-Procurement

* Core Function: A centralized platform automating the entire Procure-
to-Pay (P2P) lifecycle.
e Sourcing and Supplier Management
* Requisition and Approval Workflows
e Purchase Order (PO) Generation
e Automated Invoice Processing (Three-Way Matching)

 Quantified Benefits:

e Cost Savings: Enhanced spend visibility and control.
* Efficiency: Reduced cycle times and administrative burden.
* Compliance: Enforced purchasing policies and a clear audit tra
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The Operational Limits of E-Procurement

Traditional systems are fundamentally reactive, reporting on what has
already happened.

* Key Limitations:
* No Predictive Insight: Cannot anticipate supply chain disruptions or market
trends.

* Unstructured Data Blindness: Unable to analyze critical intelligence within
contracts, emails, or reports.

* Rigid and Complex: Poor user experience can lead to "maverick spending"
outside of approved channels.

This operational ceiling makes a compelling business case for the next
wave of intelligent automation.
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Al implementation
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Prerequisite 1: Data Readiness - The Central Pillar

* The single most important principle in Al: "Garbage in, garbage out".

* Al initiatives have a 70-85% failure rate, most often due to an inadequate data
foundation.

e Critical Actions:

* Clean & Normalize: Standardize inconsistent data like supplier names ("IBM" vs. "I.B.M.
Corp.").

* Harmonize & Classify: Map all spend data to a common, hierarchical taxonomy.

* Unify the Ecosystem: Create a "single source of truth" by integrating data from different
sources ERP, P2P, and other systems.

e Establish Governance: Implement clear policies for data ownership, security, and
qguality management.
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Prerequisite 2: Technology

Technological Infrastructure:

A modern, flexible, and scalable technology pack is non-negotiable.

 Rigid legacy systems with poor API (Application Programming Interface)
capabilities are a primary barrier to Al adoption.

* A key architectural decision is choosing between a single integrated suite or a
flexible, best-of-breed approach.
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Prerequisite 3: People

Organizational & Cultural Readiness:

* Successful Al adoption is 70% people and process, only 30% technology.

* Requires sustained executive sponsorship and clear alignment with business
goals.

* A change management strategy is essential to build trust and overcome
resistance.
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The New Skillset for Al-Powered Procurement

Al is designed to supplement, not replace, human expertise. The focus of
procurement roles will shift from transactional to strategic.

Essential New Skills for the Workforce:

* Digital Literacy: A core understanding of Al's capabilities and, more importantly, its
limitations.

e Analytical Skills: The ability to interpret Al outputs, ask insightful questions, and validate
recommendations.

 Data Management: A fundamental understanding of the data that fuels Al models.
* Ethical Awareness: The capacity to recognize and mitigate risks.

A significant investment in training and upskilling is a core requirement for success.
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Paradigm 1: Traditional Al - Increased Intelligence

Core Function: To Analyze & Predict.

* Key Technologies: Machine Learning (ML), Natural Language Processing (NLP), and
Predictive Analytics.

 What It Does: Excels at processing huge datasets to recognize patterns, classify
information, and predict near-term outcomes with incredible speed and accuracy.

Primar Benefit: It serves as a powerful analytical engine that provides human
decision-makers with faster, deeper, and more accurate insights.
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Traditional Al in Action

* Spend Analytics (ML):

e Automates spend classification with over 90% accuracy, providing a clear, real-time view
of enterprise-wide spending.

* |dentifies savings opportunities, off-contract "maverick" spend, and payment anomalies.

e Contract Analysis (NLP):

e Automatically "reads" contracts to extract key terms, obligations, renewal dates, and
potential risks.

* Dramatically accelerates the legal review cycle.

 Supplier Risk Management (Predictive Analytics):

e Continuously monitors internal and external data (financial health, news, ESG scores) to
generate real-time supplier risk scores.

e Acts as an early warning system for potential supply chain disruptions.
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Paradigm 2: Generative Al - Transforming Execution

Core Function: To Create & Interact.

e Key Capability: A paradigm shift from analyzing existing data to creating
new content (e.g., contracts, RFPs), engaging in natural language
conversations, and synthesizing information from millions of
unstructured sources.

* Primary Benefit: Moves beyond human analysis toward autonomous
execution, fundamentally changing, how procurement work is done.
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Generative Al in Action

Content Generation:

* Drafts high-quality first drafts of RFPs, Statements of Work (SOWs), and contract
clauses in minutes, not hours.

* Can reduce manual drafting and review time by 30-40%.

Conversational Al & Guided Buying:

* Allows business users to state their needs in plain language (e.g., "l need a new
laptop for a marketing purpose").

* The Al assistant then guides the user to compliant, pre-approved options and
automatically generates the purchase requisition.

Information Synthesis & Supplier Discovery:

* Generates comprehensive category strategies by analyzing internal spend data
alongside external market reports, news, and trends.

* Discovers new, qualified suppliers based on complex, capability-based queries that
traditional search engines would miss.
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Navigating the Internal Risks of Al

Al governance is not an IT issue; it is a cross-functional, executive-level
responsibility involving Legal, IT, and Procurement leadership.

* Technical & Security Risks:

» Data Leakage: Sensitive data (pricing, contract terms) entered into public GenAl tools can
be exposed.

e Counterattacks: Malicious actors can "poison" training data or use prompt injection to
manipulate Al outputs.
e Operational & Performance Risks:

* "Hallucinations": Generative Al can produce outputs that are probable and well-written but
factually incorrect.

* The "Black Box" Problem: The inability to explain why an Al made a certain decision
creates accountability challenges.

» Skill Degradation: Over-reliance on Al can lead to the atrophy of critical human skills.
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The Critical Risk: Algorithmic Bias

Al models learn from historical data. If that data reflects past human biases, the Al will
learn, perpetuate, and even strenghten those biases at scale.

* A Critical Procurement Example: An Al model trained on historical supplier selection
data may systematically discriminate against new, innovative, or minority-owned
businesses, undermining diversity goals and creating legal risk.

* Risk Mitigation is Non-Negotiable:
* Conduct regular audits of both training data and model outputs to detect and correct bias.
* Ensure a "human-in-the-loop" for all critical decisions, such as final supplier selection.
 Prioritize fairness, transparency, and explainability in Al system design and procurement.
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A Strategic Roadmap for Al Adoption

A "big-bang" implementation is a recipe for failure. Success requires a
gtrulctured, phased, and iterative approach: Assess -> Pilot -> Measure ->
cale.

* Phase 1: Foundation (Months 1-3)
* Define the specific business problems to be solved.
e Conduct a comprehensive readiness audit (Data, Technology, People).
e Establish a cross-functional Al governance committee and define success metrics.

* Phase 2: Pilot & Proof-of-Concept (Months 4-9)

* Execute narrowly scoped "quick win" pilot projects to demonstrate value and build
momentum.

* |deal pilots: Automated spend classification for one category, or a contract
summarization tool for the legal team.
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Roadmap

* Phase 3: Scaling & Integration (Months 10-24)

» Systematically expand successful pilots to other business units, regions, or
spend categories.

* Deepen the integration of Al platforms with core enterprise systems like ERPs
and S2P suites.

* Formalize new job roles and launch enterprise-wide upskilling programs.

* Phase 4: Optimization & Autonomy (Beyond 24 Months)

 Benchmark your progress against established Al maturity models (e.g.,
Gartner, Coupa) to guide continuous improvement.

* Deploy autonomous Al agents for high-volume, tactical processes like tail
spend management.

* Foster a culture of innovation where Al is a driver of strategic advantage.
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Strategic Recommendations

Prioritize Data Over Algorithms. The sin%Ie greatest determinant of Al success is
your data foundation. Clean your house before you build on top of it.

Lead with the Business Case, Not the Technology. Frame every Al initiative as a
solution to a specific, measurable business problem. Avoid "random acts of
digitalization".

Invest in People as Much as Technology. Al adoption is fundamentally a change

management challenge. A robust strategy for communication, training, and
upskilling is non-negotiable.

Govern Proactively and HoIis_ticaII¥. Al risk is business risk. Establish a cross-
functional governance committee from day one to manage the complex ethical,
legal, and operational challenges.

Start Small to Scale Smart. Use targeted pilot projects to prove value, build
organizational trust, and de-risk the broader transformation. Quick wins create the
momentum needed for long-term success.
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Thank you very much
for listening, be sure
we see us tomorrow!
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marina.lindic@ifpsm.com
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