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The Executivelmperative for Supply Base Management

Increasingly business executives of leading organizations view Procurement as a strategic component of
the value they deliver to customers. The reasons are clear ¢ Procurement plays a prominent role in their
corporate-level initiatives to expand profit margins, improve operating efficiency and quality, and
reduce the cost associated with regulatory compliance. This in turn is driving higher expectations from
Procurement to rapidly adapt to and support strategic programs. However, embedded just below the
surface of the customer-supplier relationship, companies often find hidden complexities that prevent
this from happening.

These complexities span the entire supplier lifecycle and are not entirely under their control. For
example, a supplierQ l@vel of training and technology resources clearly impact operations, but it can
sometimes be difficult to addresssuchA & 8dzSa4 Ay GKA& 3INI & | NBI 27
Other challenges surface in the high level of manual activities that inundate procurement and IT
organizations in mundane administrative tasks.

For example, to reduce costs a company may want to put their requirements out to bid or execute a
reverse auction; however, they may also need to comply with procurement and governance policies that
dictate process requirements in areas such as supplier diversity, environmental, or safety compliance.
This means buyers or procurement staffers need to identify potential suppliers with appropriate
certifications, collect and verify contact and demographic information, survey supplier capabilities,
communicate technical and business process protocols, and sift through seemingly endless document
revisions to ensure corporate due diligence.

Software as a Service Applications Take Hold

Taken on an enterprise scale, this diverse set of challenges represents a significant obstacle to
companies with aspirations such as expanding spend under management. For years many have focused
on obvious areas like controlling discretionary spending via electronic approval workflow, mining
accounts payable history for leverage buying opportunities, and integrating contracts to enforce supplier
agreements. The success of initiatives around these areas has spawned an entire industry of
eProcurement solution providers who have now ushered in a third generation of Software as a Service
(SaaS) applications delivered on demand over the Internet.

Like previous approaches, this latest innovation in spend management has been driven by the continual
effort to improve business efficiency and produce rapid savings. The near zero training curve provided
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come on-line faster, and with them a whole set of requirements to enable even more suppliers to
participate in their programs.
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Companies deploying these solutions have also been able to do so using fewer resources so they have a
strong incentive to further eliminate manual activities across all stages of the supplier lifecycle. As a
result of their own success in improving efficiency around traditional areas of focus, they are even more
susceptible the proliferation of manual activities described earlier.

For many companies, these activities might appear as a non-uniform, hodge-podge of loosely related
tasks, that taken together account for an inability to rapidly adopt new procurement initiatives.
Symptoms such as high staffing levels, manual activity tracking spreadsheets, inconsistent data accuracy,
poor process / resource visibility, costly compliance and oversight all provide tell tale symptoms that
critical foundational processes have been left to chance. Just as telling is the inability of managers to
readily provide details about key processes such as cycle time, process choke points or specifics on
which processes to target for improvement.

Addressing Foundational Processes across ti&ipplier Lifecycle

Decreasing the time and effort to on-board and integrate suppliers into an automated procurement
platform is a critical area for success early in the supplier lifecycle. This includes traditional
eProcurement suppliers as well as suppliers across a broader set of commodities that a company wants
to include in automated sourcing events or automated payment processing. However, without accurate
supplier profile, contract and catalog information, electronic transactions get held up in manual
intervention cycles. If fact, maintaining accurate supplier profile and catalog content represents a key
challenge across the entire supplier lifecycle.

Corporate governance initiatives driven by the need to foster visibility, control and efficiency over key
procurement processes have also taken root across the entire supplier lifecycle. In this regard,
accountability and traceability requirements initially focused on areas such as contract bidding and
award, purchasing approval, asset book value, and invoicing / payment accuracy. This has now
advanced to areas such as supplier invitation, price change approvals, and supplier training and
matriculation through the enablement process.

With the advent of mandated oversight, certification management has also surfaced as a prominent
need encompassing areas such as supplier diversity (e.g., MWBE), quality, safety, and environmental
(e.g., Green). Many companies are also interested in tracking certification documents and managing
certification renewal. Unfortunately, most systems provide little to no support to audit compliance let
alone demonstrate corporate due diligence to reporting requirements.

The seemingly endless blade of cost cutting driven by earnings pressure also continues to present
incentives for structural cost reductions via strategies such as IT outsourcing and multi-shoring the
procurement function. Companies looking to this avenue to achieve labor cost savings need to ensure
adequate control of routine activities and a viable mechanism to manage one-off activities. Otherwise,
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alone significant issues such as overcoming poor supplier data quality or driving a high percentage of
supplier readiness enterprise-wide.

The Emergence of Supply Base Management

The new discipline of Supply Base Management has grown out of the realization that the challenges
described previously have a prominent impact on the overall effectiveness and predictability of
Procurement ROI and on the ability of Procurement organizations to sustain ever broader and more
complicated programs. In particular, many leading companies have found Supply Base Management a
critical system of record in their efforts to expand spend under management and drive improved supply
chain liquidity.

Several forward looking companies have taken this a step further. They want to leverage their
investments in Supply Base Management to continually monitor and improve business execution. These
companies are looking to utilize procurement as a competitive weapon to drive value, responsiveness
and flexibility into their supply chains. Supply Base Management provides them a scalable framework
for continuous process improvement and a way to systematically decrease procurement administration
costs.

Y S {i Sshidblier 8onnect™ solution is a Supply Base Management application that utilizes innovative
on-demand technology and proven techniques to enable both internal procurement teams and their
suppliers to redirect scarce resources from mundane activities to value-added activities. Ketera
customers are leveraging the power and availability of the Internet to provide buyers and their
community of trusted suppliers a content collaboration and administration framework that supports
shared business processes and connects them with integrated transactions.

Supplier Connect™ is a commercial grade Saa$S offering providing users a high-availability, ultra-secure
environment that can be accessed by any authorized user, anywhere in the world via a standard web
browser and Internet connection. Combined with industry leading ease of use features, this lowers
technology barriers to supplier participation and provides a service delivery platform to directly address
content and compliance management obstacles that can impede user adoption.

NOTE: This paper is the first in a series of white papers Ketera will publish for the purpose of expanding
the capability maturity model for Supply Base Management and advancing the state of the practice.
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About Ketera

Ketera is the fastest-growing provider of On Demand Spend Management solutions, providing
companies with the applications and services needed to control and reduce corporate spending.
KeteraQ closed-loop spend management solutions include applications for spend analysis, sourcing,
contract management, procurement, supplier enablement & content management, supplier
performance management, and invoice management.

Since its inception, Ketera has supported enterprise customers of all sizes, industries and geographies,
including numerous Fortune 500 companies. In 2006, Ketera surpassed $5 trillion in spend analyzed and
more than $1 billion in transactions between buyers and suppliers. Many of the worldQ leading
enterprise companies, including ServiceMaster, American Express, Kennametal, Con-way, and Northrop
Grumman Corporation, depend on Ketera Spend Management to deliver real, hard-dollar savings
quickly.

For more information about Ketera and the Ketera Spend Management suite of services, please visit:

http://www.ketera.com.
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