IN ASSOCIATION WITH

INSIGHT DIGITAL LABOUR

First steps to
the future
Digital labour could be about to transform procurement, writes
Andrew Sawers. Leading organisations are starting now

Prudence Botticelli was asked to draft a
contract for a procurement transaction
with a new supplier. It was a category of
spend that was familiar to the buyer, as was
the geography, but she knew the contracts
for these previous deals were held on a
variety of computer systems throughout the
global organisation. She searched for these
contracts, compared them, identified the
terms and conditions that would be needed,
decided which of the several variations
seemed to have the most appropriate wording
and suggested a few clauses that should cover
the particular logistics risks and product
warranties, as well as the timing of transfer
of title to the goods. The organisation was
rolling out new supplier payment terms,
so Prudence ensured the new terms were
included. Because of the size of the contract,
a number of key people needed to see and
approve her draft before it could be finalised
so she sent her suggested document to them.
She started and finished the job before the
morning coffee break.

But Prudence didn’t take a coffee break.
Prudence (short for ‘Jurisprudence’) Botticelli
(long for ‘bot’, or ‘software robot’) is a
fictionalised but very real example of the kind
of ‘digital labour’ technology that is now
starting to transform procurement – and,
indeed, all of the business world.
The phrase ‘digital labour’ encompasses
a spectrum of game-changing technologies.
At one end are the more routine ‘swivel
chair’ robotic process automation tools that
can, for example, automate the otherwise
manual task of rekeying data from one
system into another; imagine sitting on an
office swivel chair to switch from one system
keyboard to another. Towards the other end
of the spectrum are the likes of cognitive
technologies incorporating natural language
processing, machine learning and artificial
intelligence (AI).
That spectrum of possibilities carries with
it a spectrum of immediacy: some of the
more sophisticated AI tools, for example, may
still be some way out before they can really
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change the world but there is a lot of
discussion about the possibilities that
may emerge. More immediate focus is
being given to bots that can automate
mundane transactional tasks by sitting
on top of multiple enterprise resource
planning or best-of-breed systems.
“A year or two ago, the term ‘digital
labour’ was not really part of our
everyday vocabulary,” says Dipan
Karumsi,
procurement
advisory
practice leader at KPMG. “But today,
clients are reaching out to us to learn
about what it is, the potential impact to
their organisations, and how and when
they should integrate this into their
overall goals and strategic priorities.”
Tom Linton, chief procurement and
supply chain officer at technology
manufacturer Flex – and the winner of
the Lifetime Achievement Award at the
2017 World Procurement Awards – is in
no doubt about the importance of this
new agenda. “As CPOs, we know it’s
directionally correct to lean into these
technologies,” he says. “We all know
that the world is going to go towards a
more automated, predictive, cognitive
future. It’s what they refer to in physics
as the vector of time: you don’t know
the destination, but you know the
direction is correct. So, the vector of
time says this is the right direction.”
At this stage in the development
both of the technology and the market,
CPOs are typically playing their cards
close to their chest, admitting only
to some “dabbling” and working on
developing a pilot project here or there.
At the moment, then, the benefits of
digital labour seem obvious albeit, as
yet, largely unproven.
But lest anyone gets carried away
with a ‘sci-fi’ mindset, Linton offers a

reminder of the historical context: “This
is not new. Digital labour really is just
another phrase for automation of tasks.
When I started in procurement we didn’t
have computers. We had people who were
typing purchase orders on typewriters.
Now we’re evolving again and can write
algorithms and we can connect different
parts of our supply chains and the
machines can start to make judgements.”
John Klein, CPO at medical technology
group Medtronic, says digital labour will
have a role to play wherever there is “a
classic transactional role” in place – that
is to say, “someone who is not doing
any sourcing, not doing deep-thought
negotiation or supplier engagement,
not touching those externalities of the
humans, not having to engage with
humans to make a decision.” There
could be scope for such automation in
the source-to-pay process, for example:
“When you look at that whole process
you can see the transactional pieces
that can be automated. Purchase order
generation, for example, does not need
to be done by a human,” he says.
Tyson
Popp,
an
experienced
procurement
professional,
agrees
these kinds of processes “should
become touchless: they should be far
cleaner than they are today. We’re still
relatively antiquated in how we move
from requisition through a purchase
order through the payment process.”
He also sees the potential for bots
to clean up and maintain master data,
which would help give more accurate
insight and improve spend analytics.
“As we all know, humans don’t do
things consistently,” says Klein. “If I
need consistency and reproducibility
and speed, robots will probably win a
majority of the time.”

“Clients are starting to understand how they should be thinking about digital
labour and how to integrate this into their roadmap to grow the business”
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Greater accuracy and reduced error
rates are an attraction, too. “Bots are
rule-based,” says Karumsi. “[With bots],
it will be right the first time with fewer
exceptions to manage.”
One CPO identifies other benefits:
“[Bots] don’t get stressed, they don’t
get bored, they don’t want to leave
because they’re going to get paid more
money down the street.”
HEADS UP
Interestingly, many CPOs say they
do not regard digital labour as a
straightforward
replacement
for
headcount. Reducing staff numbers
is not their aim. Rather, it is about
freeing up resource for more valueadding
work.
Automotive
seat
manufacturer Adient has a shared
services centre in Slovakia. While
that is typically the sort of function
that might be ripe for digital labour,
Kelly Bysouth, vice president global

procurement and supply chain at the
company, believes the purpose of
introducing such automation – if the
company were to do so – would not
be to eliminate jobs. “The people that
we have in those centres of excellence
could be much more effective and
take on more and more higher-level
activities than they do even today,”
she says. “These teams continue to get
more and more sophisticated, and we
want to be able to use them for higherlevel activities than they have been
in the past by moving some of their
routine processes off their plate.”
Examples such as the contract bot
referred to at the start of this article
are not likely to put people out of jobs,
Bysouth says, “I think they’re helping
our skilled procurement professionals
to be more effective.”
The phrase Popp uses is that digital
labour can result, over time, in “a more
sustainable workforce”.
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Linton is not looking to digital
labour to take headcount out of
procurement. He’s looking for it to take
out time. “Speed is the key,” he says.
“If automation takes time out of the
process, then procurement becomes
more effective. Our effectiveness
improves because the company is
getting solutions faster.
“I’m not saying that humans are slow,”
he adds. “But if you have decisions that
have to be made, it’s a problem. I’m an
anti ‘control tower’ person. Everybody
thinks supply management is all about
control towers. I think that’s a mistake:
when you add a control to something,
you slow it down. What we should focus
on is the ‘flow tower’ concept, where
you focus on how to speed things up
rather than slow them down.”
The possible efficiency gains through
headcount reduction cannot be ignored,
however. “It’s not that I’m trying to get
rid of employees, but the reality is that
if I don’t do that, my competitors will,”
says one procurement professional.
“So I have to be prepared to be nimble
and reactive.”
QUESTIONS AND CONCERNS
Procurement executives see a few
risks with digital labour that need to
be considered. One relates to the fact
that the market is hugely fragmented
at present, characterised by almost
countless startups and small companies.
Not only does that mean a plethora of
possible solutions are on offer, it also
means the way in which these small
companies develop is an issue: “Should
organisations build a digital framework
today with a startup-type company?
Should they wait for more established
application providers to develop

offerings? What types of vendor
consolidation should we expect? These
are all questions we receive regularly,”
says KPMG’s Karumsi.
Klein believes it is the smaller firms
and not the major vendors that will
drive the innovation in digital labour.
“We’re expecting the major software
companies and consultancies to go out
and acquire the startups that excel in
this area,” he says.
Another perceived risk is that digital
labour can be a ‘black box’ decisionmaker, in the sense that it may not
be immediately apparent how or why
a bot has done something. “I worry
about it a little in terms of the controls
and separation of duties in a public
company,” says Popp. “And I worry that
we’ve got some things to learn about how
these things work. If more than one bot
has access to more than one activity, how
is that going to work? What’s it going to
look like in an audit environment? But
there’s a level of pragmatism that needs
to be brought to this.
“Besides,” he adds, “the opportunity
to audit the way the machines work
is infinitely greater than trying to
follow the logic in somebody’s head.
If somebody reaches a conclusion on
something, they have to justify it, to
explain it. It includes emotion.”
One of the other concerns raised is
not directly to do with the technology
but with the people affected by it. “I
don’t hear the question being asked
that much about how they’re going to
execute the change management to
move into the new structure post-bot
and what it’s going to do to their people
and their skills and capability,” says
Karumsi. “They’re still looking at the
business case and the cost-benefit and

“If automation takes time out of the process, procurement’s
effectiveness improves because the company gets solutions faster”
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PROCUREMENT IN A WORLD OF DIGITAL LABOUR
What will be the impact of digital labour on
the procurement function in a world where
software bots can take over the running of a
good many routine processes and, ultimately,
maybe even more sophisticated tasks? John
Klein, CPO at Medtronic, believes that there
should be a significant and beneficial impact
on the relationship between procurement
and suppliers.
“Robots can provide intelligence on
the relationship, assess the health of the
relationship and the opportunities to
work with different companies,” he says.
“They will make it a much higher-quality
discussion with the supplier because they
will cut through all the noise, the data will
be clean and the facts will be more evident.
The relationship will get a lot healthier, in
my opinion.”
Armed with richer data and more market
intelligence – including information about
what a supplier’s competitors are doing for
their customers – Klein says his category
managers “will become a lot smarter, faster.
They can sit down and have a much more
educated discussion on the opportunities
within that partner relationship.”
Most agree that a skills change will be
required within procurement. Klein says
staff will need to be able to get the most

the fact that they can reduce headcount.
I don’t think organisations have fully
grasped that they are going to need
broader skill sets and individuals who
can do a lot more strategic thinking and
problem-solving.” (see box, Procurement
in a world of digital labour)
Medtronic’s Klein has considered
that issue and agrees it is not just
about how digital technology is
implemented,
but
about
what

out of the technology. “I think what’s going
to happen is that sophisticated category
managers will know which good questions
to ask the bots to find a more robust set
of questions that you then take into a
supplier meeting.”
Kelly Bysouth, vice president global
procurement and supply chain at Adient, also
sees the value that will come from liberating
procurement staff. “Hopefully, it will allow
procurement professionals to shed a lot of
the administrative work that they do. There is
still a lot of that kind of work that gets done
by a typical buyer or commodity manager
that I’d like to push somewhere else, where
it makes more sense [to do those tasks] so
they can then really focus on negotiations
and category management and supplier
relationship management.”
At an entry-level position, says Bysouth,
buyers have to be organised, good with Excel
and able to handle a lot of data and make
sense of it. “But if [because of technology]
they don’t need to do that sort of work, then
you need to focus on whether they are topnotch negotiators and do they have business
acumen? It becomes more about their
higher-level thinking skills. So digital labour
will impact the type of person we recruit in
the future.”

companies do after that to get the most
out of it. “I think the worst situation
possible is when companies all of a
sudden say, ‘We’re going into robotics
tomorrow and, by the way, 50 of you
need to leave because we’re using your
salaries to pay for the robots.’ But if
you get the workers to participate in
it they’ll see that, yes, the robot can
actually make their job more valuable
by removing transactional work; they
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can do more important things for
the company.”
“Often, it’s difficult to implement
such a radical change,” says Adient’s
Bysouth. “When you have a large
organisation you have people at
different levels of maturity and different
cultural experiences. The mindset is
probably going to be something to be
dealt with.”
FIRST STEPS
So, where to start? CPOs are in broad
agreement that it is not an option to
just sit on the sidelines and wait for
things to settle down before making
any decisions about digital labour:
procurement chiefs have to start trying
things out and seeing what works,
treating the exercise as a learning
experience rather than a one-shot
commitment to a single technology
solution (see box, Leap in and learn).
“‘Fail fast’ is something we say
around here all the time,” says Bysouth.
“If you’re going to do anything, do it
quickly and figure out whether it works
or it doesn’t, and move on. Just make
the decision to pilot something and see

what you get out of it, and the result will
dictate how you move forward with it.”
KPMG’s Karumsi suggests a threestep approach.
l Start by looking at processes
and assessing areas that look as
though they have bottlenecks, are
very manual and could potentially
be more efficient. Benchmark
on measures such as processing
efficiency and headcount.
l 
Prioritise those areas where the
largest impact is likely to be had,
yielding the best business case with
the least risk of disruption.
l Do a pilot and implement bots so
you can see what the impact on the
organisation would be and what
happens to the organisation after
these bots have been implemented.
“Implementing something gives
you real-world insight on business
impacts, as well as the governance
model and the skills and capabilities
mix required. The development
of a functioning solution allows
individuals to better visualise other
applications for robotic automation as
well,” says Karumsi.

LEAP IN AND LEARN
“You learn by doing it,” says Tom Linton,
chief procurement and supply chain officer at
technology manufacturer Flex Flex.
Digital
labour
technology
is
so
nascent that it is quite understandable
if procurement professionals should
want to wait until the market matures
before making any decisions about which
options to pursue and what technology
to implement.
Linton believes that to be a mistaken
approach. “I’ve talked to a lot of procurement
people and they get analysis paralysis.
They’ve got 25 or 100 software companies

knocking on their door, they don’t know
which ones to choose and they end up doing
nothing or they do it slowly,” he says. “What
they really ought to do is jump in the pool
and start swimming.”
You cannot afford to wait for the digital
labour equivalent of Betamax to fail before
deciding you’re going to go down the VHS
route, say a number of CPOs. “There’s trial
and error involved here,” Linton says. “You’re
not going to find one solution that’s going to
solve all your problems.”
Kelly Bysouth, vice president global
procurement and supply chain at Adient, says
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“This is still a market that is
maturing and each organisation
may see different applications for
intelligent automation. We’re helping
organisations do those assessments
and to understand where they should
start their journey,” he adds.
Above all, however, procurement
professionals should not just sit back
and let their IT departments make all
the decisions. “IT should come along,
but you should very much be taking a
business-driven approach,” says Popp.
“That means that the use cases and
the opportunities – even the drive
to evaluate – should come from the
business. Pull in IT for support and ask
them: ‘Does this make sense?’ But IT
should not be coming to the business
saying: ‘You should do this.’”
Flex’s Linton agrees: “A lot of
people throw up their hands, turn to
the chief information officer (CIO)
and say, ‘Tell me what I should do.’
What I prefer to do is guide the CIO.
I say: ‘This is what I’m trying to
do.’ I write the requirements for my
CIO, and then he helps me achieve
my objectives.”

although the company has barely started its
digital labour journey, it is actively looking
at a number of pilots. “We’re just trying to
prioritise getting some of these projects
going to see where we can get the biggest
bang for our buck.”
She acknowledges the nervousness about
digital labour and how to get started with it.
“I think people are going to be apprehensive
when you say: ‘This is something that a
human used to do and we’re going to give it
to a computer to do now but, trust us, it will
be fine.’ I think people are going to have to
get some experience under their belts to feel

comfortable. Obviously, there’s going to be a
learning curve. Once people get that experience
and that comfort, you should be able to expand
to increasingly complex situations.”
Bysouth herself is enthusiastic about
piloting digital labour. “I am naturally
a change agent, so I’m definitely not a
conservative person when it comes to things
that are new. I’ll take almost any opportunity
I can find to make life more efficient and
effective, and to drive inherent value. So, I’m
all in. I think it’s just a matter of figuring out
the right pilot situations and getting it going.
I’m not apprehensive at all.”
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Exactly what the future holds is
impossible to say. How AI and cognitive
technologies evolve and what they will
be able to offer is simply too far over
the horizon to be sure right now. No
one is quite certain what the timescales
are, or what the window of opportunity
currently is for organisations to seize
competitive advantage before they
have to struggle to keep up.
But one thing on which everyone
agrees
is
that
this
coming
technological phase is going to be very

exciting. “I think this journey is worth
the effort of trying to make things
better,” says Linton. “That’s our job.
We’re procurement leaders and our
job is to make things better than they
were for the people who had the job
before us. There will be a generation
of leaders after us who will pick up on
what we’ve built, and they will build on
top of it. So, our job is to ensure that
we take the right turn in the road, we
follow the right direction. That will
make the difference.” n
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