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As BP’s procurement transformation goes
from strength to strength, we speak with
Mark Smith and Alex Thomson to discuss

the pivotal role that Compass is playing on
its enhanced operations

rocurement and digital transformation

have become intrinsically linked in recent

years. While the former has become more
central to business operations for organisations
around the globe, the latter seeks to disrupt dated
strategies and technologies that have become
increasingly incompatible with the demands of
modern business. The combination of the two
delivers profound benefits for organisations that
can master such fine alchemy; offering agility,
flexibility, leanness, sustainability and readiness for
both business and geopolitical landscapes that are
evolving faster than ever before. At BP, the launch
of its proprietary Compass platform forms the
backbone of procurement transformation within
and beyond its Global Business Services (GBS)
division. The platform, developed with scalability
and flexibility in mind, enables integrated, end-to-
end, digitalised procurement processes. Offering
ease of use, visibility, artificial intelligence (Al), auto-
mated source-to-pay (S2P) functions and a portal
for external stakeholders, Compass is revolutionis-
ing the way procurement operates at BP.
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© BP Images formation, Compass brings vital
components together from across
the organisation to foster collabora-
tion and visibility like never before.
“Procurement and supply chain have
been thought of as linear processes
in the past,” says Mark Smith, Head of
Strategy and Transformation for BP’s
GBS Procurement organisation. “You

start with a strategy, you end with
a contract, you place an order and
then, at some point, you'll go back and
restart. In the modern world, you're
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“You've got to be efficient,
but you've got to be
effective. A number of
companies have gone for
efficiency — and that's
very good for function -
but you've got to balance
out the effectiveness
of the output”

Alex Thomson,
Head of Procurement Services,
BP GBS

constantly in all parts of that process.

“There might be new and emerging
technologies that force you to rethink
a strategy you devised six months
ago; there might be changes to your
demand patterns that come out of
your ordering behaviour, necessitat-
ing a review of your supplier portfolio.”
Enabling effective management of
these concurrent processes, Smith
says, is Compass’s raison d’etre. “The
process’s execution may exist in dif-
ferent systems, such as SAP Ariba or
some of our legacy environments, but
Compass provides end-to-end digital
integration of all elements of procure-
ment in one place.”

Highlighting other factors driving
the firm’s procurement transformation,
Smith begins with the seismic shifts in
the global energy market. “The world
will require significantly more energy
to support population growth and the
prosperity that everyone is looking to
drive,” he says, “but that energy needs
to come with lower carbon. To do this,
BP needs access to new ways of doing
things, disruptive thinking and new
technologies.” In procurement, this
challenge can be tackled by optimising



the mechanics of its supplier inter-

actions - a key component of the
Compass platform.

Another considerable factor is the
attraction and retention of top-tier
talent, both internal and external to
the organisation; the training and
development of whom can drive the
sharpest innovations which will assist
in future-proofing the company as
the wider industry evolves. “As the
world changes, the requirements are
changing,” says Alex Thomson, Head
of Procurement Services. “We must
be agile and able to adjust as new

technologies emerge, such as new
battery technology or alternative forms
of power and energy.” Smith summa-
rises: “The thrust of the procurement
transformation is around three things.
The first is people, the second is about
enabling the organisation with the
with the correct tools, and the third is
about combining both people and
tools together in order to harness BP’s
data to drive value.”

Unlocking the nascent power and
enabling qualities of BP’s data has
required innovative but pragmatic
thinking, and Compass is the result

www.bp.com
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of such an approach. “We’ve thought a similar fashion to a sale, with the
innovatively about our entire end-to- related work being distributed to the
end process,”’ says Smith. “If you think stakeholders concerned promptly and
about it, sales is the mirror image accurately. In sum, the sales-esque
of running a procurement exercise, process delivers vital data to the
and so we'’ve used a sales platform right specialists as required, provid-
repurposed in reverse to run our pro- ing both democratisation of data and
curement processes.” Opportunities enhanced visibility.

are funnelled through Compass in While the benefits to efficiency are
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Mark Smith is the current Director of Strategy and Trans-
formation for GBS Procurement in BP (having previously held

a similar position in Downstream Procurement since 2012),
driving the Procurement operating model, systems and pro-
cess transformation. Overall, Mark has over 17 years’

experience in functional strategy and business trans-
formation, specialising in Procurement within oil
and gas. Working with organisations such as Shell,

Chevron, Babcock, Centrica, Taga, Husky and
Seadrill, Mark has experience across the Pro-

] B _ curement lifecycle from Category Management

e ‘\5“\\‘\ to Source to Pay in Upstream, Downstream

and Corporate and Functions supply chains.

Mark holds an LLB (Hons) and Masters
; degree in IT from the University of Notting-
e\ ham. He is married to Jackie and has two children,
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and recently completed his fifth marathon.
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clear, Thomson stresses that focus-
ing solely on making processes more
efficient is tantamount to wasting
opportunities. “You've got to be effi-
cient, but you've got to be effective,”
he explains. “A number of companies
have gone for efficiency — and that’s
very good for function — but you've
got to balance out the effectiveness

of the output. What you then enable
from the supply market to the users
is appropriate for the output quality
you need.” Through Compass, BP is
able to connect the end-to-end chain
from strategy and category strategy
through to execution and the place-
ment of commitment in the supply
market. “That adds efficiency to

EXECUTIVE PROFILE

Alex Thomson

Alex Thomson is currently the Global Head of GBS
Procurement in BP. He leads a cross-regional, cross-
functional team that manages BP’s global Corporate

category demand, covering areas such as IT and
Business consulting, as well as being accountable for
BP’s source-to-pay activities. Alex has over 30 years’

business experience in BP in a wide range of
business roles. These include managing the
performance of chemical businesses,
leading strategic change in IT and
Procurement and executing the delivery

of major M&A projects. Immediately

prior to his current role, Alex was Head
of Country for BP in Malaysia and led

the GBS Asia operation in Kuala

Lumpur, supporting BP businesses and

functions worldwide.
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PROCUREMENT 4.0 - ARE
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Navigate your next

YOU READY?

Procurement has been at the forefront of
adopting cloud-based digital platforms enabling
efficient transacting processing. This transition
to cloud that started with indirect purchasing
has accelerated to direct materials. Key
purchasing functions have gone a step further
by building an ecosystem of solutions offering
rich automation and intelligence lowering
transaction costs by an average of ~30%.

- Blocked invoices
- Lack of invoice status
visibility

- Lack of control in text
based requisitions

- Cumbersome vendor
collaboration

+ Lack of decision
support for approvals

Some industries like oil and gas have lagged in
digitalization due to a mix of high regulations,
significant variations between upstream and
downstream and history of acquisitions. Figure
1. lists some of the typical challenges these
industries face in their procurement value chain.

+ Under-exploited early payment discounts
+ Delayed payments

- Supply chain disruption due to supplier risks
- Incorrect spend categorization
- Poor savings visibility / category

Process

+ Receipt Settlement
+ 2:3-4-waymatch

- elnvoicing
PO-lip

- Vendor

Managed
Inventory.

+ Automated Approval

Workflow

+ Exception Management

- Absence of fraud prevention Activity
- Dashboards

- Categorization

- Spend Analysis

- Sourcing Strategy

- Supply Chain
Financing
- Pcards

* emix Capability

- Challenges

Resolve Pay Assess Identify
- Limited category strategy
- Unstructured cost reduction
+ Tender Mgmt initiatives
Receive - Qualification + Lack of collaborative platform
T Pay Source Enable - Insufficient buyer productivity
~ Bidding + Rudimentary quote
Transact Procure Contract Negotiate e comparison,
+ Reverse Auction . Manual sourcing process

+ Poor identification of
sourcing opportunities

Approve Contract

Request

Evaluation

+ Low contract compliance

- Cumbersome contract
obligation mgmt.

+ Long contractlead time

+ Onboarding
+ Contract Lifecycle Mgmt.
- Digitize Contracts

+ Clause Standardization
+ Approval Workflow

+ Performance
Management
+ Classification

+ e-Requisition
- Guided Procurement

+ Maverickbuying
- Non-compliant spend
- Disparate / fragme

- Ineffective knowledge-sharing

+ Supplier performance not linked to procurement decisions
+ Poor supplier risk assessment
ented landscape

© Infosys Consulting

In our experience, such companies can
accelerate their digital transformation journey
by adopting an approach based on four key principles —

a clear view of applications at the core, automating and
optimizing in parallel, Al as a central part of data operations
and building an agile culture.

Digital Core: Transitioning from a jigsaw of legacy
applications to a user-friendly digital platform starts with a
clear definition of process that need to be part of the core
and those that need to be part of the surrounding
ecosystem. User experience needs to be at the center of this
decision and supported by seamless data and process flows.
We recommend associating productivity and cycle time KPIs
with user experience to make this a quantifiable benefit.

Automation: Process variability and disjointed workflows
are prevalent in most organizations. While in an ideal
scenario, streamlined processes are first developed and
implemented, driving automation in parallel can release
investments and capacity required to drive larger
transformation programs. Looking ahead, these automated
KPI driven processes form the cornerstone of the new
solution.

Al and data: The challenge of combining meaningful data
for analysis and transaction processing has long existed. A
bill of material that is common across supply and demand,
item master with the right attributes, and supplier masters
with well-defined descriptions are examples of elusive
essential building blocks. This is one area where Al is playing
a significant role in both helping clean current data sets and
merging information from new data sets to provide
meaningful reporting with a significant positive impact
across procurement KPIs.

Agile mindset: Most large companies have followed a
traditional waterfall approach with multi-year timelines and
complex program structures. Even companies claiming to

adopt agile are largely adopting the waterfall-based QA
stage-gate process. Adopting agile requires the upfront
allocation of the right team with end users, solution
developers working in close co-operation and acceptance of
imperfect product versions as a natural part of developing the
solution. This fast iterative cycle and close co-operation cuts
the project delivery time significantly and has been proven to
enable radical simplification of end-to-end processes.

In summary, a mix of clear vision, new technologies, and an
agile mindset is already enabling leading purchasing
functions to accelerate procurement digital transformation.
The timing is right for all organizations to accelerate their
journey to procurement 4.0.

Robin Goswami

Senior Vice President,
Global Head - Energy (Oil and Gas)
Practice, Infosys Ltd.

Robin Goswami is a Senior Vice President and heads the
Energy (Oil and Gas) practice in Infosys. Goswami has been
instrumental in building the oil & gas practice in the
organization since its inception to its current stature. He is a
transformative leader with over two decades of experience in
the IT industry. He is also a member of the board of directors
of two companies - an IT consulting firm acquired by the
Infosys Energy practice, and a global consortium that sets
data exchange standards for the Upstream Oil & Gas industry.

© 2019 Infosys Limited, Bengaluru, India.
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"The world will require significantly more
energy to support population growth and
the prosperity that everyone is looking
to drive, but that energy needs to come
with lower carbon. To do this, BP needs
access to new ways of doing things,
disruptive thinking and new technologies
coming from the supply market”

Mark Smith,
Head of Procurement Strategy,

Performance and Transformation,
BP Downstream

processes and visibility of information
as to where work is progressing along
that continuum, as well as improving
the output because you can see

the quality and whether it’s meeting
users’ needs.”

The modular aspect of Compass
means that this solid foundation can be
built upon and modified to reflect trends
for years to come. One such element
to be infused into the platform’s
capabilities is automation, with Smith
highlighting the S2P function as one
area to benefit from the emergent tech
thus far. “The intent of automating S2P

is to move to a world where we're using

much more guided buying, with con-
sumer-like technology that allows end
users to self-serve,” he says, noting
that such innovations are revolutionis-
ing procurement’s position within the
wider organisation. “Like many procure-
ment organisations out there, we've
really struggled with the notion that,
every time you need or want some-
thing, you have to go to procurement
and they will slow the process down.
While we still have a way to go on that
journey, we're starting to see more use
of self-serve catalogues, quoting and




CLICKTO WATCH: ‘BP GBS — MARK SMITH, HEAD OF PROCUREMENT STRATEGY
ON ACCESSING INNOVATION’
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“Enterprise Al -

you were able to cut vendor negotiation
time by 80%7?

WHAT IF -

you were able to virtually eliminate’the™,

painful redlining back and forth? j s — @ 4

Uncover the Unknowns with |

ContractQi

ContractAl is an Al-powered SaaS-based solution that automates the creation and 833.277.6724
negotiation of contracts. ContractAl uses advanced analytics and artificial intelligence to
automatically scan, ingest and analyze historical contracts and helps author custom

templates based on terms that have been proven to be win-win to both vendor and supplier. www.apporchid.com

sales@apporchid.com
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OUR PARTNERS

Infosys

“Infosys are our partners responsible for developing
and maintaining two key modules of our Compass
platform: opportunity and case planning. The huge
advantage we get from those two modules in Compass
is in our ability to workforce plan, prioritise and
operate our activities at scale. From those modules,
we are able to assign resources to those activities, track
them to completion and check their status. One of the
things we'’re really excited about as a development for
this year, and into next year, is our work with Infosys
to improve the user experience around the way cases
flow through the procurement operation.”

— Mark Smith

OO oppo_rchjd

“App Orchid, with its Al capabilities that automate
parts of the contract cycle, is a great example of BP
using new ideas from smaller companies to increase
effectiveness and efficiency in an agile way. BP has
scale while companies like App Orchid have more
agility and ideas of what’s possible with emerging
technologies, and co-venturing brings together the
best of both worlds.”

— Alex Thomson
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buying. The net effect of that is the cre-
ation of more space in the organisation

7

to work through the innovation agenda.

While the automated S2P features
have been in operation for a few years,
the firm has more recently incorpo-
rated intelligent contract reading and
analytics-focused Al into Compass,
enabling seamless document scan-
ning and archiving in a way that draws
value from the respective data. “We've
been working out a proof-of-concept
to allow you to conduct those searches
with natural language processing.

For example: ‘What was my caustic
soda usage in the last ‘X’ months?’.
Compass gives us a platform to inno-
vate from while adding capacity to the
organisation,” adds Smith. “We’ve also
added collaboration technology that
allows people to work on documents
together in real-time, along with 360
degree views of all our interactions
with particular strategic suppliers.”

Collaboration at scale is an ascend-
ant necessity for organisations, but
Smith says that this is particularly
acute in increasingly complex pro-
curement environments. Whether it is
internal teams liaising for a project, or

extra-organisation communications

with suppliers, the intricacies of pro-
curement have evolved to the extent
that multiple teams, with complemen-
tary capabilities, are found along the
operational chain. This increases the
risk of silos with poor communication
which in turn hamper progress. “In the
past, you would have your procurement
team who were down the corridor, and
they would have conducted the entirety
of the procurement process,” Smith
explains. “In reality, much of that now
is, and should be, operated at scale
on the behalf of the entire enterprise.



Mark Smith,

BP Downstream

Head of Procurement Strategy,
Performance and Transformation, tunities to optimise costs and

Since the implementation of

‘A |O-t Of -the effort Compass, our teams have seen
that goes into

procurement is
effort that most
Of our WOI’ka rce ated a better experience for all
would rather
not expend”

innumerable benefits, including:
the effective distribution of work,
improved management of team
activity backlogs and the balance
of resources. Compass has cre-

those working in and around
procurement. The fresh degree
of visibility and comparability that
BP gains between its vendors
and suppliers affords it oppor-

quality through partner selection,

while simultaneously illuminating

more sustainable options. “We
have been working specifically with
some of our IT suppliers on reducing
their carbon impacts,” says Smith.
“Some of our cloud providers, for
example, are big power users, and so
we can work with them to understand
the source of that power and whether
renewable is an option.” Thomson
echoes this sentiment, adding that
growing data demands from all
industries will see data centre power
consumption continue to rise.

“It's not a binary case of using this

www.bp.com
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visibility to decide who we will
and won’t deal with,” he says.
“It's about being conscious of
footprints as we buy closed
requirements, and encour-
aging sustainable strategy.”
Compass, through its docu-
ment scanning functions and
end-to-end digitalisation,
has also seen a marked shift
towards paperless operations,
the sustainability benefits e
of which speak for themselves.
“We have been able to elimi-
nate what amounts to around
a million paper invoices from
suppliers each year,” enthuses Smith.
“That’s a very tangible example of
how Compass is reducing our envi-
ronmental impact.”

Implementing such an exhaustive
overhaul of procurement functions
naturally conjures concerns around the
ease with which a workforce will cope
with the shift, but Smith is confident
that BP’s procurement teams have
been receptive and supportive. “A lot of
the effort that goes into procurement is
effort that most of our workforce would
rather not expend,” he says. “Such as

‘It's not a binary case of
using this visibility to
decide who we will and
won't deal with, it’s
about being conscious
of footprints as we buy
closed requirements
and encouraging
sustainable strategy”

Alex Thomson,

Head of Procurement Services,
BP GBS

in reacting to things we would have like

to have better foreseen, or in manually
collecting information that allows us to
make better decisions.”

This effort, he enthuses, is better
spent on creativity and value added
tasks. “The organisation is somewhat
frustrated by the drains on its ability to
act in a creative capacity because of
the challenges in the data landscape
and the manual activity required
to keep our operations running. We
want to be orchestrating rather than



executing those processes. As we
enter this world, we’re extremely pas-
sionate about using technology to
move us into that creative space while
helping the organisation to upscale in
a way that, where necessary, supports
that journey.”

The sum of all these factors, Smith
and Thomson highlight, is a shift in
procurement’s capacity to enable
the energy transition. Compass has
revolutionised procurement within BP
in many aspects: visibility, ease of use,

communication, collaboration, sus-
tainability, and vendor management.
Thomson says that flexibility, however,
is the chief boon of the GBS-led pro-
curement transformation. “Being able

to adjust as requirements evolve is vital,
especially as supply markets around the
world change pretty fast. Being able to
take advantage of that through procure-
ment is a hugely positive change.” m

0000

www.bp.com
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