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Executive Summary
Procurement is an $80 million opportunity hiding in plain sight. Organizations that successfully transform their

procurement function — redesigning the operating model, integrating finance reporting, and deploying digital

enablement — deliver verifiable, P&L-landing; savings within 36 months. Those that fall short share a common

pattern: they treated procurement as a cost-cutting program rather than a strategic enterprise capability.

Three structural decisions determine whether savings reach the income statement: the operating model

(decentralized organizations systematically underperform), finance integration (savings evaporate without

closed-loop budget accountability), and digital enablement (unified S2P platforms unlock visibility that

fragmented manual processes permanently obscure).

The most common failure mode is organizational, not technical. When procurement gains are not formally

booked through closed-loop financial systems and “Value Rooms,” “savings evaporation” silently eliminates

40–60% of captured value within 12 months — leaving the P&L; unchanged while the program claims success.

This paper provides a practitioner-built execution roadmap for C-suite sponsors. Each phase is sequenced to

front-load speed-to-value, build structural durability in the middle, and lock in digital scale at maturity — with

every milestone tied to a specific, finance-validated financial commitment.

Procurement Is Your Largest Unmanaged P&L Lever
Every dollar of procurement savings flows directly to EBITDA — with a leverage effect that can exceed 10:1

compared to equivalent revenue growth. Yet most enterprises leave this lever largely unmanaged, treating

procurement as a back-office function when it should be a margin-accretive strategic capability operating at the

C-suite level.

Dimension Tactical Procurement Strategic Procurement

Primary Metric Unit Price Reduction Total Cost of Ownership / EBITDA Impact

Data Visibility Fragmented / Historical Unified / Real-time / Predictive

Stakeholder Relation Transactional Collaborative / Integrated

Technology Role Back-office efficiency Strategic enabler / AI-driven insight

Supplier Strategy Adversarial / Price-focused Strategic partnerships / Innovation-focused

The shift toward strategic value creation is often triggered by regulatory requirements, audit findings, or the

influence of a new executive who recognizes the untapped potential of the supply base. This “spend better”

approach can double the gains achieved through price negotiation alone.
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One Transformation: $45M in Year-One Savings, 50% Stock Price Appreciation

Procurement transformation creates measurable, market-visible shareholder value. A comprehensive

transformation for a global financial services administrator delivered over $45 million in savings in Year 1 alone

— contributing directly to a 50% rise in the company's stock price over 13 months. The mechanism is

straightforward: procurement impacts shareholder value through three compounding channels — EBITDA

expansion via direct cost reduction; working capital improvement by standardizing payment terms; and risk

mitigation that prevents the costly supply disruptions that destroy margin without warning.

Proof of Concept: $80M Realized in 24 Months
$80 million in procurement savings is achievable within 24–36 months — not as a projection, but as a

documented outcome. The organizations that reach this threshold share three non-negotiable decisions: a

CEO/CFO mandate anchored to a hard financial target; a center-led operating model transition; and savings

definitions co-developed with finance before the program launches.

“The $80 million savings threshold represents the point at which procurement stops being a support
function and begins to shape corporate strategy.”

The Starting Condition: Fragmented, Decentralized, and Under-Leveraged

The starting condition is familiar: a $20 billion global light manufacturer with over a century of operating history,

yet a procurement function that had never been treated as a strategic asset. Individual business units controlled

their own supplier relationships, producing a fragmented spend landscape with no enterprise-wide visibility,

inconsistent contract standards, and substantial uncaptured scale — the classic profile of an organization with

$80M sitting on the table.

Four Pillars That Drove the $80M Target

The transformation was launched with a clear mandate from the CEO to fuel continued growth and free up

capital for strategic investments. The $80 million target was structured around four core pillars: operating model

redesign toward a center-led structure; implementation of a unified digital spend analytics dashboard; rigorous

“cleansheet” cost models to identify savings gaps; and Lean/Six Sigma training to empower frontline

employees.

$30M in Year 1, $50M More in Year 2: The Sequencing That Worked

In Year 1, the focus was on quick wins and establishing the fact-base — resulting in $30 million in realized

savings. In Year 2, the program shifted toward more complex initiatives: manufacturing footprint rationalization

and network optimization. For the biopharma component, evaluating production configurations delivered

potential savings upwards of 7% of total network cost, totaling approximately $80 million. By end of Year 2, the

cumulative target was achieved.
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Center-Led Is the Only Model That Sustains $80M at Scale
Decentralized procurement models systematically underperform — and most organizations already know it.

83% of enterprises have changed their procurement operating model within the past five years, driven by a

consistent finding: local autonomy creates spend fragmentation, duplicate contracts, and uncaptured scale

leverage that costs $5–15M annually per $1B of addressable spend. The evolution toward center-led is not a

preference; it is a financial imperative.

Phase 1

Decentralized

Individual units manage their own spend

High speed and local responsiveness

Low spend leverage — no enterprise-wide

control

Inconsistent standards and maverick

spending

Early Stage

Phase 2

Centralized

All procurement managed by a single

central team

Maximum spend control and scale

leverage

Risks creating friction with stakeholders

Can reduce business unit agility

Transition

Phase 3 — Preferred

Center-Led

Strategic activities centralized; execution

decentralized

Business units define “what” — central

team owns “how”

Combines governance with local agility

Adopted by 45% of Fortune 500

companies

Best Practice

The center-led model works because it separates strategy from execution. A Procurement Center of Excellence

(CoE) owns the “how” — strategic sourcing, category design, and supplier management standards — while

transactional activities (PO processing, invoice matching) migrate to Global Business Services hubs where unit

economics are more favorable. The governance layer — RACI matrices, contract review boards, and quarterly

strategy refreshes — is what prevents the model from reverting to fragmentation under business unit pressure.

‘Spend Better’ Doubles the Return of Price Negotiation Alone
Category management consistently outperforms tactical sourcing because it attacks the right problem. Isolated

negotiations optimize the contract price; category management optimizes demand, specifications, supplier

relationships, and the contract simultaneously. The result is a savings capture rate that routinely runs 2x that of

organizations managing procurement as a series of one-off negotiations — and the advantage compounds with

each strategy refresh cycle.



THE BARNWELL ADVISORY GROUP  |  WHITE PAPER Procurement Transformation at Scale

© 2026 The Barnwell Advisory Group  |  Confidential 6

The 8-Step Framework That Strips Uncertainty from Every Sourcing Decision

Top-quartile sourcing organizations do not improvise. Every high-stakes sourcing decision follows a repeatable

operating model that converts ambiguity into a structured fact-base before the negotiation begins. The

McKinsey 8-Step Framework is the most widely adopted version of this discipline — guiding teams from

enterprise objectives all the way through to institutionalized, auditable value.

1
Define Business Objectives

Anchor every decision in the
enterprise scoreboard — margin,
growth, or sustainability

2
Build the Fact Base

Assemble a complete, trusted
dataset mapping each line item to a
harmonized taxonomy

3
Generate Sourcing Options

Identify levers across demand,
commercial, footprint, and supplier
base dimensions

4
Model Total-Cost Scenarios

Quantify TCO, risk premiums, and
implementation timelines for each
option

5
Design Negotiation Strategy

Craft issues, issue packaging,
trade-off logic, and escalation
protocols

6
Execute and Contract

Run RFPs or auctions and finalize
all commercial and legal terms

7
Implement & Track Value

Activate cross-functional teams to
deliver savings and secure
hand-offs

8
Sustain & Improve

Institutionalize governance and
refresh category strategies
periodically

Cleansheet Modeling: The Tool That Shifts Negotiating Power Permanently

A cleansheet is a bottom-up build of what a product or service should cost, including materials, labor, overhead,

and margin. This provides an advantaged fact-base for negotiations and identifies design-to-value

opportunities. For a global restaurant chain, this approach identified a 20–35% cost reduction opportunity in

processed poultry products. Total Cost of Ownership (TCO) modeling captures all costs over an asset's entire

lifecycle — not just the initial purchase price, but maintenance, training, and disposal — to optimize long-term

financial impact.

Category Management: Treating Spend Like a Portfolio, Not a Transaction Log

Category management treats related groups of products and services as strategic business units.

Organizations that embed AI into their category strategy can reduce development time by up to 50%. Mature

category management involves demand management to eliminate unnecessary spending, supplier

segmentation based on operational importance, and continuous improvement through the “4 A's”: Align,

Accelerate, Alleviate, and Advance automation.
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S2P Consolidation Is Now a Prerequisite — Every Quarter of Delay
Has a Cost

Fragmented procurement technology is not an inconvenience — it is a financial liability. Manual,

ERP-dependent processes create invisible spend: uncontracted purchases, maverick buying, and duplicate

supplier relationships that together represent 15–25% of addressable spend in most organizations.

Consolidating onto a unified Source-to-Pay (S2P) platform is now the minimum ante for a credible

transformation — though 41.3% of implementations still stall on data migration, which is why the technology

roadmap must start with spend data quality, not platform selection.

The next generation of procurement operating models will be AI-native. McKinsey and Kearney emphasize that

the focus is shifting to “Agentic AI” — autonomous systems that handle complex tasks across the procurement

lifecycle. AI can manage 600,000 annual emails, read and compare complex equipment bids at scale, and

generate category analysis in real time. In selected energy sector workflows, AI-enabled sourcing has delivered

savings in the range of 15–30%.

The Supplier Base Is an Underutilized Balance Sheet Asset
Strategic supplier relationships generate value that transactional management structurally cannot. Every dollar

directed toward strategically managed suppliers produces $2.21–$2.99 in economic impact — more than 2x the

return of pure price-focused negotiation. The highest-performing procurement organizations treat their top-tier

suppliers as co-investors in product development, supply chain resilience, and shared cost reduction —

accessing innovations and capacity commitments that competitors paying the same contract rate never receive.

Supplier diversity and ESG are now performance advantages, not compliance burdens. Research confirms that

99% of diverse suppliers meet or exceed performance expectations — eliminating the quality risk objection

entirely. Digital procurement platforms now provide real-time tracking of diversity spend and Scope 3 carbon

emissions, converting what was once a reporting obligation into a strategic differentiator that increasingly

determines access to capital, enterprise clients, and regulatory favor.

Savings Evaporation Is an Organizational Failure, Not a
Procurement One

The most reliable predictor of savings evaporation is not supplier complexity or technology gaps — it is

accountability structure. When business unit leaders bear no consequence for failing to capture savings, and

when finance does not formally book procurement gains into the planning cycle, 40–60% of identified value

disappears within 12 months. Preventing this requires three organizational interventions: designated change

ambassadors with budget authority within each business unit; structured training that builds genuine

procurement literacy rather than process compliance; and incentive alignment that makes savings capture a

leadership KPI, not a procurement KPI.
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If Finance Cannot Validate the Saving, It Does Not Exist
To be taken seriously by the C-suite, procurement must speak the language of finance — aligning savings

reporting with finance's impact measures and accounting calendars. Finance teams distinguish between hard

savings and soft savings, and procurement must report on both clearly.

Type Type 1 Type 2 Type 3

Definition Direct, measurable budget
reductions such as lower
contract prices. Verifiable by
finance.

Preventing future cost
increases — locking in rates or
avoiding supply disruptions.

Improvements supporting
long-term growth — innovation
partnerships, product cycles.

Finance View Validated on balance sheets;
flows directly to EBITDA.

Valued by operations but not
always manifest in P&L.;

Tracked as strategic wins rather
than one-time cuts.

Procurement is also a primary, and frequently overlooked, lever for working capital management. For a typical

healthcare organization, closing the gap between bottom-quartile and best-in-class execution unlocks $65,000

in working capital per $1 million of spend — a structural improvement to the balance sheet that requires no

revenue growth, no headcount, and no capital investment.
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Six Failure Modes That Derail Every $80M Transformation
Procurement transformations fail predictably. The same six failure modes appear across industries and

geographies — not because organizations are unaware of them, but because they underestimate how quickly

each one compounds. Identifying and mitigating them upfront is not risk management; it is the difference

between a program that transforms the business and one that produces a well-documented case study of what

not to do.

Maverick Spending
Off-contract spend bypasses governance

Employees bypass governed channels, driving up costs and reducing spend visibility. Often the single largest source of savings leakage.

Poor Data Quality
$600B annual cost to US companies

"Dirty data" leads to inaccurate spend analysis and undermines the trust of finance leadership — paralyzing decision-making at the category level.

Scope Creep
Stakeholders refining demands mid-implementation

Ongoing stakeholder demand changes lead to budget overruns and delivery delays on S2P platform implementations.

Tech Debt
41.3% struggle with ERP integration

Outdated legacy systems can set AI development back by months or years. Integration complexity is the top barrier to S2P deployment success.

Supplier Resistance
Price-only focus creates supply fragility

Adversarial relationships and sole focus on price lead to poor quality, missed deadlines, and supply chain fragility during market disruptions.

Governance Gaps
Insufficient controls slow adoption

Without clear roles and streamlined processes, compliance fails. "Guided buying" and contract enforcement tools are essential guardrails.
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PO Coverage Gap: Your Fastest Indicator of Recoverable Spend
Procurement maturity and performance vary significantly across sectors. PO coverage — the percentage of

spend flowing through governed purchase orders — is a critical proxy for procurement control maturity.

PO Coverage: Top vs. Bottom Performers by Spend Category

Top Performers Bottom Performers

25% 50% 75% 100%

IT
98%

32%

MRO (Maint.)
98%

41%

Marketing
97%

18%

Facility Mgmt
93%

40%

Energy & Util.
88%

27%

Prof. Services
48%

20%
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36-Month Value Roadmap: Front-Load Gains, Back-Load
Complexity

Sequencing is as important as content in a procurement transformation. Early wins in Phase 1 are not just

about speed — they fund organizational change, prove ROI to the board, and create the governance foundation

that Phases 2 and 3 depend on. Organizations that launch with platform deployment or operating model

redesign before establishing a financial baseline routinely stall on change management — spending 18 months

on infrastructure before a dollar of savings is booked.

Phase 1

Preparation & Quick Wins

Months 0–12

Secure executive sponsorship from

CEO/CFO

Use AI-enabled spend analysis to identify

immediate value leaks

Launch Quick Win RFPs in high-volume,

non-critical categories

Define financial baseline and align on

savings definitions with finance

Quick Wins

Phase 2

Structural Redesign

Months 12–24

Redesign the operating model toward

center-led POM with clear governance

Deploy unified S2P platform across

sourcing, contracts, and P2P workflows

Implement Cleansheet and TCO modeling

for strategic categories

Analyze owned vs. outsourced production

to optimize network costs

Transformation

Phase 3

Institutionalization

Months 24–36

Scale AI co-pilots into category

management and SRM workflows

Launch strategic partnership programs for

top-tier suppliers

Embed sustainability and diversity targets

into core sourcing activities

Implement closed-loop budgeting —

formally book all savings into budget

Value Lock-in
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Three Decisions Only the CEO and CFO Can Make
Procurement transformation succeeds or fails at the executive level — not in the sourcing team. The operating

model, the financial measurement framework, and the mandate for ESG integration all sit above the CPO's

authority to mandate. Without a CEO directive and CFO commitment, each of these becomes a negotiation with

business unit leaders rather than a design decision. Three imperatives require direct ownership from the top:

Procurement is a steward of margin. Effective procurement acts as the “invisible hand” guiding the

business toward profitability amidst price pressure — not a back-office function.

Mandate S2P consolidation and set a data quality baseline first. 65% of procurement leaders rank

digital transformation as their most critical 12-month initiative. The constraint is not budget — it is spend

data quality. Fix the data before selecting the platform.

ESG is a source of resilience. Sustainability is now one of the top two enterprise procurement priorities

alongside digital transformation — and organizations that treat it as a compliance checkbox will fall

behind.
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Executive Action Checklist

Six Questions Every CPO and CFO Must Answer

1
Savings Definition
Do you have a shared definition of "savings" with Finance that maps to the P&L?

2
Budget Mapping
Are category-level gains mapped directly to specific business unit budgets to prevent evaporation?

3
Digital Maturity
Are your PO coverage rates and data hygiene high enough to support AI-native procurement tools?

4
Operating Model
Does your POM balance global leverage with local responsiveness — or are you stuck in a centralized or decentralized extreme?

5
Supplier Segmentation
Are your strategic relationships managed fundamentally differently from tactical, transactional ones?

6
ESG & Diversity
Are sustainability and supplier diversity targets formally integrated into your sourcing waves and supplier scorecards?



THE BARNWELL ADVISORY GROUP  |  WHITE PAPER Procurement Transformation at Scale

© 2026 The Barnwell Advisory Group  |  Confidential 14

Selected Sources

1. Bain & Company — Procurement Transformation Case Study 15. Ivalua — Source-to-Pay Challenges

2. Bain & Company — Unearthing the Hidden Treasure of

Procurement

16. Liaison Systems — Supplier Diversity & ESG in Procurement

3. PLG Consulting — Science of Operational Excellence 17. Inverto — Energy Procurement Trends 2026

4. Rosslyn.ai — Resources on Spend Data Quality 18. Sievo — Healthcare Procurement Benchmarks 2026

5. L.E.K. Consulting — Global Manufacturing Footprint

Rationalization

19. SAP — 10 Proven Procurement Cost Savings Strategies

6. McKinsey — Cleansheet Target Costing 20. ProcureAbility — State of Procurement Benchmarking 2026

7. Ivalua — Procurement Savings Management 21. QatarEnergy / Tawteen — ICV Program Overview

8. McKinsey 8-Step Sourcing Framework (via Umbrex) 22. Delta eSourcing — Supplier Relationship Management Guide

9. Art of Procurement — Positioning Procurement for 2025 23. ISM — Category Management in Procurement

10. Ivalua — Source-to-Pay Platform 24. J.P. Morgan — SRM Strategies and Best Practices

11. Art of Procurement — Key Procurement Operating Models 25. Art of Procurement — Learn from Novartis Category

Management

12. Kearney — Transforming Procurement in an AI-Driven World 26. Coupa — How to Build a Winning Category Strategy

13. Corcentric — Center-Led Procurement 27. HFS Research — ESG and Supplier Diversity

14. Zycus — Procurement Operating Model Evolution

Dwayne C. Barnwell
Founder & Principal  |  The Barnwell Advisory Group

Dwayne C. Barnwell brings 30 years of field-tested experience across the U.S. Navy, global oil and gas

operations, operational excellence leadership, and management consulting. He has led energy and industrial

transformation engagements at the world's leading strategy and transformation consulting firms. The Barnwell

Advisory Group is headquartered in Houston, TX.

© 2026 The Barnwell Advisory Group — All Rights Reserved — Confidential

This white paper is the exclusive intellectual property of The Barnwell Advisory Group. No part of this document may be reproduced, distributed, transmitted, or

adapted in any form or by any means — including electronic, photocopy, or recording — without the prior written consent of The Barnwell Advisory Group.

Internal reference and review are permitted. For reprint, licensing, or citation inquiries: dwayne@barnwelladvisory.com



THE BARNWELL ADVISORY GROUP
Where strategy meets execution.

barnwelladvisory.com  |  dwayne@barnwelladvisory.com  |  +1.281.643.8652

© 2026 The Barnwell Advisory Group  |  All rights reserved  |  Confidential


