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Ariba Spend Visibility Best Practice Guide: Identifying Sourcing Opportunities

Task: Leveraging Ariba Spend Visibility to drive annual planning through the identification
and qualification of sourcing opportunities.

Required Solution(s): Ariba Spend Visibility
Other Relevant Solutions: Ariba Contract Management, Ariba Sourcing

Audience: The intended audience is anyone who is searching for sourcing opportunities
across a range of categories. Examples include the Director/VP of Sourcing looking to
build a comprehensive roadmap across all managed spend categories, or a commodity
manager looking to forecast how much can be saved in the coming year in each category
he/she manages.

Copyright © 2010 Ariba, Inc. Al rights reserved.
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Introduction

Overview: For most companies, the largest savings driver from spend analysis
initiatives is improved sourcing. Ariba Spend Visibility empowers users with the tools
and information required to create an ongoing sourcing plan. We recommend that our
customers begin their planning in three major steps:

» Step 1 — Understanding Your Top Spend
+ Step 2 — Detailed Part and Supplier Review
« Step 3 — Comparing Spend to Market Trends

By using this funnel method to prioritize spend, you will find opportunities and prioritize
them. Some may be new opportunities, but you may also update the scope of known
opportunities. You will also be able to prioritize the opportunities and find “quick-hit”
savings. This will help procurement gain credibility, which drives support and buy-in for
more-complicated projects. The target condition is to create a long-term, sustainable,
measurable program.

This should become the “new normal” way of sourcing goods and services at your
organization and not a moment in time, one-off initiative.

Purpose: The purpose of this guide is to provide a framework of the information and
tools existing within Ariba Spend Visibility to identify, quantify and prioritize sourcing
opportunities and suggest ways to best leverage them.

Ariba Spend Visibility Solution Overview

Here are a few key points to understand about Ariba Spend Visibility data and reporting
that will help with your opportunity identification. Ariba Spend Visibility allows you to
report on the data that has been provided by your company and Ariba. Ariba-provided
information is called “enriched” data. In most cases, you will find three types of
information: internal (Your company’s Contract/PO/Invoice Data), supplier (Ariba/Your
Company Provided) and market* (Ariba-provided).

Type Key Information Helps You Determine:
Internal Commodity Codes (UNSPSC * How much you are spending
or Custom) + How your spend has trended

* The breakdown of your spend (by
country, cost center, etc.)

Supplier Enriched Parent » Have you leveraged your total spend
with a supplier?
Enriched Supplier + Can you increase leverage by

rationalizing your supply base?

Market* Ariba Avg. Sourcing Savings » If prices have declined since you
by Category sourced a category
Commodity CPIs/PPls * Whether your prices have moved

negatively relative to the market

* Only available to Ariba Spend Visibility Professional customers

Copyright © 2010 Ariba, Inc. All rights reserved. 3
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Ariba Spend Visibility Reporting has three major tools in the user interface to assist you.
These include:

1) Analytical Reports (Pivot Tables): This is the basic interface for reviewing data,
creating, and filtering reports in Ariba Spend Visibility. Example:

& AR B A® Home | Help *| Logout ™
PPl visibility  Mew Dashboard Tab  Sourcing  Suppliers Welcame rsammel - Sandbos
S Print
Supplier Commodity Analysis
eld Browser Page F|e|d ashboard
[omen] |
e \ [t vien i spena ety
¥ Region \ Country (snriched) 7] [Unspsc (1) = —
Marth Americs  846,198,430,00 —
Unclassified 292,218,114.27 . 1,191,7
Europe 53,356,568.00 Row Field Column Field
~ Company UNITED STATES 961,7
aEHE, 555,555,078.00 Management and Business Professionals and Administrative Services 131,496,649.00 131,496,649.00
Unclaseified 29242154114‘27} Paper Materials and Products 120,201,240.00 120,201,240.00
4 Live Plant and Animal Material snd Accessories snd Supplies ™ 85,531,708.00
Bl Active Accounts Material Handling and ca =nd stapsge Machinery and their Accassories and Supplies 77,562,695.59 77,562,695.59
: vl dovn o s vae|
Financial and Insuran Drilidopmlitoldhislvake 63,138,874.00 63,138,874.00
Resin and Rosin and Rubber and Foam and Film and Elastomeric Materials 60,516,127.00 60,516,127.00
Information Technology Broadeasting and Telscommunications 449,023,658.00 49,023,658.00
[¥ costcenter | Healthear
Editorial T 1 1
[ porcriame || fwnaq The pivot table allows row, column, and page fields to provide
nainecrl
P Unitof M H 1 H 1 H
B i tecse | Siwcure] unlimited reporting options. Filters can be created on any of
Commert "
cremi| these fields.
Travel an|
Distribution and Conditioning Systems and Equipment and Components 15,503,421.14 15,503,421.14
S e 2t Seinntine wrr1n a1 o T

2) Pre-Packaged Analytical Reports: Ariba Spend Visibility includes dozens of pre-
packaged reports, which are a great starting point. Below is a screen shot displaying a
sample of the pre-packaged reports in Ariba Spend Visibility.

/&\ ARI B A® Home | Help ~ | Logout

PO visibility  Copenhagen Demo  Sourcing  Suppliers Welcome rsammel - Sandbox

Bl soend visibiiity

Show Detailed View

gl Spend visibilty Show Details m s
Name Owner

j Benchmark Reports aribasystem ]

¥ L commodity Analysis aribasystsrn

% Annual Inflation Cost Per Part By Commadity aribssysterm

% Annual Inflation Costs Per Supplier By Commadity aribasystem

% Commadity Analysis aribasvstem

& commodity Trend analysis aribasysterm

& off-Contract Spend By Commodity aribasystern

| Premium Costs By Commadity aribasysterm

% Purchase Price Alignment Cost By Commadity aribasystem

%] Purchase Price Yariance By Commodity aribasystem

%] spend Concentration Analysis By Commodity aribasysterm

% Spend variance Analysis - Valume vs, Frice Effscts aribasystern

% Spend variance Analysis By Comnmmadity aribasysterm

%] Supplier Leverage Analysis by Commodity aribasystern

%] supplier Optimization By Commoadity aribasystem

¥ [ Opportunity Analysis aribasystem

» [ Organization Analysis aribasystem
b [0 Spend Overview Reports aribasystsrn =
b 5 supplier Analysis aribasystem 3
Terms of Use  Security Disclosure  Data Policy  Participant Terms I @ POWERED BV @ AR IB A |

Copyright © 2010 Ariba, Inc. Al rights reserved.



Ariba Spend Visibility Best Practice Guide: Identifying Sourcing Opportunities &

ARIBA°

The reports use the United Nations Standard Products and Services Codes (UNSPSC)
as the selected commodity field. However, you can easily switch to your custom
taxonomy or the Ariba classification taxonomy. The Ariba classification is based on
UNSPSC, but includes Ariba added codes based on customer experience. To change
the pre-populated commodity code, find your preferred taxonomy field in the field
browser and remove the UNSPSC field.

3) Opportunity Search: Ariba Spend Visibility opportunity searches are targeted
searches for savings and other opportunities in your spend data. Unlike an analytical
report, which starts with a wide set of data and allows you to drill down into sections, an
opportunity search looks at only the data that falls within specific ranges that are
designed to highlight opportunities for savings, improved efficiency, supplier diversity,
and other company goals.

Based on our category and sourcing experience, Ariba has included our recommended
search criteria:

* Price variation—is there a large amount of variability in the price paid for the same
commodities? Which suppliers are charging the most variable prices? An
opportunity search based on these questions can help you identify areas for savings
through a more-effective choice of suppliers.

» Supplier fragmentation—Are there a large number of suppliers for a commodity? Is
the average spend for each supplier relatively small? Do many different parts of the
company purchase the commodity? An opportunity search based on these
questions can help you identify areas for savings through supplier consolidation.

» Order fragmentation—is the company receiving a high volume of invoices for the
same commodity? Is the spend for each invoice relatively small? An opportunity
search based on these questions can help you identify inefficient purchasing in
your company.

» Supplier monopoly—Are there very few suppliers for a commodity with a large
amount of spend? An opportunity search based on this question can help you
identify areas for savings through seeking out new suppliers and encouraging more
competition among existing suppliers.

* Non-compliant sourcing—Are there a large number of suppliers for a commodity?
Do many different parts of the company purchase the commodity, and are the
number of purchasing business units and the number of suppliers related? An
opportunity search based on these questions can help you identify business units
that are not sourcing from preferred suppliers.

» Opportunities for sourcing—Do certain commodities comprise a significant portion
of your company’s spend, and are the prices on those commodities changing? Are
the numbers of parts for the commodity small, indicating that a few part numbers
account for significant spend? An opportunity search based on these questions
can help you identify commodities for which a large sourcing event might
achieve savings.

Copyright © 2010 Ariba, Inc. All rights reserved. 5
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The screen shots below illustrate the process to identify possible opportunities
leveraging the Opportunity Search wizard.

Step 1 — Select Parameters: You are able to select search parameters. Here we have
chosen invoice spend and enriched supplier count to identify our top spend suppliers.

Home Wisibility Mew Dashboard Tab Sourcing Suppliers Welcome rsammel - Sandbox

/&\ ARIBA® Home | Help ™ | Logout
= g

Create Opportunity

Ceate it

@ e
- Lo Search parameters include:
Ranges Description: + Average Supplier Count Per

Enriched Supplier

» Average Invoice Spend per Invoice
Cost Center Count

Available Search Parameters

>
.

average Invoice Spend Per Split Line Ttem (USD)

Average Split Line Iterms Per Invoics

oot BonforBaurt * Invoice Spend Percentile
Invoice Count ° Part Count

Invnice Spend Percentils

Invaics Spend Variance (USD) » Price Variance Percentage
Part Count

Price ¥ariance Cost (USD) ° UNSPSC Level

Price Wariance Percentage T TETTET e T

split Count

¥ Detail Fields

UNSPSC (LL)
Supplier Optirization Percentage UNSPSC (L2}
UNSPSC (L3}
UNSPSEC Level UNEPSC

Supplier Optimization Cost {USD)

& |

[Sreate User-defined Search Parameter |

Step 2 — Specify Criteria: You are able to set specific criteria for each parameter selected
(i.e.: limiting the category, number of suppliers, and percentage of spend). You may
choose to not apply any criteria at first to get a better sense of your company’s spend.

In the example, we have selected the criteria: All UNSPSC codes (i.e.: all commodity
categories) where the spend is over $1M and there are less than 10 suppliers (the
example uses enriched suppliers, which will eliminate duplicate suppliers within the
supplier master).

BETEMN visibility  Mew Dashboard Tab  Sourcing  Suppliers Welcame rsammel - Sandba

i AR B A Home | Help ™| Logout
= o ae s

Recent P

Edit Search
Refine the data you want by selecting walues for the fields below, . ¥
Select
Criteria
Accounting Date® Most recent 1 and future 0 complete calendar Year(s)
Define (Calendar):  Include current partial year
Ranges
UNSPSC: (Al v Defi h . .
efine the criteria
E hed S i (o 14 10 v H H
riched Supplier Count: | < within your Selected
Tnwaice Spend: Parameters.

Link this search to an analyticsl repart

Show Report Query

Copyright © 2010 Ariba, Inc. Al rights reserved.
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Step 3 — Review Results: Below you can see the report showing top spend categories
where there are less than 10 suppliers. This example shows potential categories where
the procurement team feels that the supplier base is too limited, which may increase a
risk in that category.

AR e

[T visibility

Home | Help ™| Logout

Hew Dashboard Tab  Sourcing  Supplisrs

Welcome rsammel - Sandbox

& Reporting Report137%02 - Untitled Opportunity Search

Pivot table Dashboard

¥ Applied Filters

Field Browser

Page
Spanning: most recent 1 Year(s)

| Enriched Supplier Count < 10
»=$1,000,000

.. Accounting Date Display Options Edit

MinfMax rows: 3/8

[Fecio

Inweice Spend

|> +>=$1,000,000 |

[¥ umsescan ]

Detail View ¥

Enriched
Inveice Spend  Supplier
UNEPSE (L1} UNSPSC (L2) UNSPSC (L3) UNEPSE {USD) 4 Count
Engineering and Research  Engineering and Research  Engineering and Research ]
Engineering and Research and
Tochnolagy Based Services | 2nd Technology Based and Technology Based and Technology Based 2,882,420.00 3
Services Services Services
Engineering and Research and | conuver sorvices Computer services Computer services 2,316,776.00 3
Technology Based Services
apparel and Luggage and Apparel and Luggage and  Apparel and Luggage and  Apparel and Luggage and 5 55 000 o0 .
Personal Care Products Personal Care Products Fersonal Care Products Fersonal Care Products G
. Travel and Food and Travel and Food and Travel and Food and
Travel and Food and Lodging : d e
et Ertereainmant Serviae” | Lodging and Lodging and Lodging and Entertainment  2,152,608.00 9
Services Services Services
Management and Business u
Professionals and Human resources services  Human resources services  Human resources services  1,989,133.00 s
Administrative Services
Education and Training Education and Training Education and Training Education and Training
1,858,713.00 3
Services Services Services Services
Management and Business
Professionals and Human resources servioes | 1SMPOTary persannel Temporary personnel 1,737,485.00 z
. " . services services
Administrative Services 3

Go to detailed opportunity analysis

Step 4 — Refine Results: Your initial results may be too broad (far too many categories
meeting your criteria) or too narrow (none or very few categories meeting your criteria).
If that is the case, go back and adjust your criteria until you have a reasonable shortlist
to further investigate.

Note that with all reports, the content is driven by data provided by your company. If
data elements are not provided, you may see “unclassified” or zero values.

Copyright © 2010 Ariba, Inc. All rights reserved. 7
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Evolving Opportunities into Plans

Developing the Approach

While there are many ways to go about identifying sourcing opportunities, the ultimate
objective is to analyze your spend categories to find those that meet key criteria. The
process steps that should be taken are:

. Apply
) Identify Develop Prioritization
Define Prioritization Opportunity Criteria to the ~ Create Source
Goals Criteria List Short List Plan

1. Define your goals for the planning period. Examples of goals might include:
a. Driving bottom-line cost savings in a specific category or across all categories

Reducing the number of suppliers in a category or across all categories
Consolidate spend across category, supplier, region, organization, etc.
Reduce supply risk (potentially expanding your supply base)

©® a0 o

Align with the industry trends

2. ldentify your key criteria for prioritizing opportunities. Examples of criteria for
prioritization might include (See Appendix B for more criteria):

a. Availability of spend — Who currently manages/negotiates/owns the supplier
relationship? Are they willing and interested in working with you to reach the
desired goals?

b. Contractual availability — When was the last time the spend was contracted? Is
now a good time to address the spend?

c. Competitiveness/market conditions — Can competition be made for the
items/services?

d. High savings potential/commercially attractive — Is the spend interesting
for vendors?

e. Clearly defined requirements — Is there adequate data to support the
items/services? Can suppliers understand with the requirements are?

3. Develop opportunity list by using Ariba Spend Visibility reports or opportunity search.
To do this, you will need to align your search/filter criteria with the desired
goals/criteria. While there are many ways to develop an opportunity list, we are
going to explore the two most-simple approaches:

Detailed Internal Filtering

a) Create an opportunity search based on several of your most-important
sourcing criteria.

b) Tweak the criteria ranges (widening the range when too few categories and
tightening it when too many) until a reasonable list is developed.

c) Leverage analytical reports to include other criteria and investigate each
category. Reviewing details such as individual suppliers, location of spend
(business unit or geography) will help you better understand the spend.

8 Copyright © 2010 Ariba, Inc. Al rights reserved.
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Use of Market Data

a. Open the “Likely Sourcing Savings” prepackaged report. This is located in the
Ariba Spend Visibility — Benchmark Reports folder. This report links customer
spend with the Ariba category experience data, and calculates an estimated
savings amount.

b. If you are only evaluating a subset of categories, filter the categories appropriately.

c. Sort descending by savings.

d. Filter out categories with less than your minimum acceptable savings.

e. Investigate remaining criteria one by one to narrow the list down to those
categories where you have the most opportunity. Keep in mind that these
savings percentages do not take into account any leverage already managed by
the company.

% ARIB A* Home | Help " | Logout
Home Visibility MNew Dashboard Tab Sourcing Suppliers Welcome rzammel - Sandbox
= create Seard Manage Recent Pri
& Reporting Likely Sourcing Savings (US)
Field Browser . Chart | Dashboard
| b applicd Filters |
|> Active Suppliers ‘
P Company Total
Percent
B resin | Saving
Highin | Total Invoice Spend  Total Saving
us (usD) High (USD) &
Total 1,121,512,083.29 e
Frinted publications 20,00% 105,295,505 60 21,059,101.12 =
Bags 15.00% 72,276,085.50 10,641,412 862
Business and corporate management consultation services 21.00% 49,723,019 60 10,441,834 12
Terparary personnel services 13.00% 57,782,620.20 7,511,766.63
Computers 21.00% 29,622,318.30 6,220,686 .64
Matural rubber 8.00% 66,798,477.00 5,343,678.16
Pallets 8.00% B6,457,563.86 5,316,605.11
Packaging boxes and bags and pouches 15.00% 24,127 ,389.90 3,619,108 .48
Tanks and cylinders and their accessories 18.00% 19,383,509.90 3,489,031.78
Trade shows and exhibits 20.00% 12,705,384 .80 2,541,076 .96
Fibers 20.00% 8,346,082.80 1,669,216 .56
Packaging tubes and cores and labels and accessories 10.00% 9,536,664.,70 953,666.47 o

Show Report Query

Terms of Use  Security Disclosure  Data Policy  Participant Terms i ® POWERED BY 4B ARIB AY

Note that it can be beneficial to apply both approaches and then investigate any
commodities that only appear on one list to create your final list.

4. Create a list of potential opportunities including how it weighs against your criteria.
You might consider the following as an approach to prioritize the projects:

Wave 1: Highly attractive categories for sourcing with significant Ariba experience
and several criteria showing high savings potential

Wave 2: Mid-term opportunities comprising of more-complex, but still-attractive
categories or those with moderate savings potential

Wave 3: Long-term opportunities (— cost avoidance and/or strategic
partnership categories)

Copyright © 2010 Ariba, Inc. All rights reserved.
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5. Create an action plan against the final list of opportunities — This is your source plan

An example source plan might look like this:

Client Name ABC Company OPPORTUNITY AR
Currency usb SUMMARY ARIB A
T ey g ey ey vy
1]|Data Center / Hosting 2 354,999,216 28,399,937 63,899,859 46,149,898
2|Media Advertising 3 306,241,306 12,249,652 30,624,131 21,436,891
3|Equipment and Building Lease 2 147,954,348 7,397,717 17,754,522 12,576,120
4[Benefits Administration 2 177,939,978 7,117,599 16,014,598 11,566,099
5|Business Consulting 1 60,283,572 8,439,700 12,659,550 10,549,625
6]General Legal 1 33,043,612 6,278,286 9,582,647 7,930,467
7|PCs / Workstation / Server 1 31,603,152 5,056,504 7,900,788 6,478,646
8|Promotional Print 1 24,165,463 3,624,819 4,833,093 4,228,956
9|Fixed Telephony 2 21,708,722 1,736,698 3,256,308 2,496,503
10| Office Furniture 1 15,268,412 1,679,525 3,053,682 2,366,604
11| Temporary Labor 1 29,045,167 1,161,807 3,485,420 2,323,613
12|Custom Software 3 18,944,742 940,017 2,820,051 1,880,034
13| Office Supplies 1 8,627,536 603,928 1,466,681 1,035,304
14|Courier Services 2 8,783,059 526,984 1,405,289 966,137
15[ Training 2 9,596,949 479,847 1,151,634 815,741
16| Telecom Equipment 2 4,189,717 544,663 837,943 691,303
17]IT Consulting 1 5,393,165 323,590 862,906 593,248
18| Advertising Agency Services 2 6,516,151 325,808 781,938 553,873
19[Mobile Telephony 1 2,873,229 430,984 632,110 531,547
20]Auditing Services 2 2,626,027 367,644 630,246 498,945
Grand Total 1,269,803,522 87,685,710 183,653,399 135,669,554,

In % of Total Spend 131%

In summary, the process is flexible and may need adjustment based on your company’s
needs. The most-important take-away here is that strategic sourcing is based on two
major activities: creating and executing a plan.

Copyright © 2010 Ariba, Inc. Al rights reserved.
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Examples of Identifying Opportunities in Spend Visibility

Example 1: An IT manager would want to filter by category to only include IT categories
in his analysis. This can be done either by creating a new report using the wizard or,
more simply, either by manipulating an existing report on the dashboard or by pulling a
pre-packaged commodity report. Below are two pre-packaged reports that can be found
in the following Ariba Spend Visibility section:

Prepackaged Report Folder: Commodity Analysis Prepackaged Report Folder: Commodity Analysis

Report Name: Commodity Analysis Report Name: Commodity Trend Analysis
(to see spend totals) (to see trends in spend levels)

...and the results may look like this.

& Reporting Commodity Analysis
Field Browser Pivot table Chart  Dashboard
[Pae | [athers | + Applied Filters
-1,276,224,428,84 Accounting Dats  Spanning: most recent 1 Year(s) Display Options Edit
|> Accounting Date (Vear) | Min/Man rows: stall
Layout: Pivst Outline
|> Active Suppliers |
T |
[¥ company ] Tatal
[V Active Accouns | UNSPSC (L1} ¥ Total Invoice Spend | [nwoice
{usD) + Count
[P ozt contar I Total 1,276,224,429.84 58,067.90 *
[P Farcrame ] Management and Business Professionals and Administrative Services 147,764,191,00 2,749,33
Paper Materials and Products 129,212,622.00  6,235.88
[¥ Urir of Meszure ] . )
Material Handling and Conditioning and Starage Machinery and their Accessaries and Supplies 92,085,464.59 6,526,200
Resin and Rosin and Rubber and Faam and Film and Elastomeric Materials 55,692,238.00 151534
Live Plant and Animal Material and &ccessories and Supplies §5,562,064.00 34223
Financial and Insurance Services £9,279,065.00  1,325.73
Published Products 58,424,013.00 555,39
Infarmation Technalogy Broadcasting and Telscarmmunications 50,510,245.00 79312

The commodity manager will then filter to view IT categories and see more detail.
The highlights below explain the steps taken to reach the desired result from the
previous report.

/&\ ARIBA* Home | Help | Logout

Home Visibility Mew Dashboard Tab Sourcing Suppliers Welcome reammel - Sandbox

2 Print
e T Commodity Analvsis
(0 o Page Fields: By
/ Page || Others selecting the drop-
lg: most recent 1 Year(s) Display Dptions Edit
B i coppiir down arrow on the jon Technolagy Braadeasting and Telecommunications MindMa rans: aal
. Layout: Pivet Qutling
tdnee  wwssosof\ | page field, you can :
BLUESRESR®  sasveeno H Cozts ¥ [accounting Dats (quartsr) *[7)
::l:llifl:IEECLD 4,870,085.01 I See a break-down In d( )
272,734, : : nd (USD Invaice Count
maceskszrzren | | the criteria based on
2EESTER so02s270 the report filters, in 2008 Q2 2008 Q3 2008 Q4 . -
f:::;ri::imm_ thIS case suppliers. 4.00 16,005,991.00 13,721,113.00 10,351,69 COIlJmn F|e|.ds- AISO
macngs  SeerERs added on this report
\ gEEEﬁFgM 626,833, $;?:::;sr:‘i:'?i::t?ms 4,982,042.00 5,729,650.00 5,929,663.00 4,747,95 was the aCCOUnting
SUN . .
@ZZVSTEMS Eﬂﬂaﬁﬁﬂ;iﬂm“ 4,982,042.00 5,729,650.00 5,929,663.00 4,747,9 date' Slmllar tO the
AL = Telecommunications (Itself) drop-down on the
D — ] Row Fields, by clicking on the W row field, quarter
\P Company | H Drill Down By: &) d H d | k nS ﬂ " th .
5 ! J unsesca) esired link, "Software” In this was selected on this
Active Accounts Active Suppliers . .
o 1N\ reser “emziy ] case, you can add a filter or field to show the
o | SR e | drill-down to the next level of  Hf trend per quarter.
[ e otmssss | o e data in that hierarchy. : -
£ | unit of Measure | > }
Hide
This row
8hoW™ Envichment Change
Crodin Roguos Disclosure  Data Policy  Participant Terms U 3 POwERED B 4B A RIS AL
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Let’s dig deeper using the Market Filter Approach by pulling in sourcing savings results
in the IT categories.

AN e

P visibilty  Mew Dashbosrd Tab  Soursing  Suppliers

Home | Help ~ | Logout

Welcome rsammel - Sandbos

@ Reporting Likely Sourcing Savings (US)

Field Browser Pivot table Chart Dashboard

Page - b Applied Filters ‘
=

" e ‘

[» company I Total Parcent
‘ \' Computer Equipment and Accessories | ¥ Saving High in | Total Invoice Spend

Total Saving High

|b Region

us (UsD) (USD) +
Total 33,413,581.70
Computers 21.00% 29,622,318.30 6,220,686.54
Computsr printers 21.00% 420,197.30 88,241.43
Computer accessories 18.00% 420,959.60 75,772.73
Computer displays 2,950,108.50

Show Report Query

The IT Commodity Analysis report is now filtered to focus on computer equipment and
accessories, which has a significant spend level and high savings based on recent
Ariba events.

Now, let’s investigate other criteria on the top-ranked categories. You might go deeper
on the category or add suppliers fields. Keeping with the same report, you can add
active suppliers, resulting in the following report. Active suppliers displays the parent
supplier for the top 75 percent of spend/invoice count, and buckets the rest as “Low
Activity Suppliers”.
& AR B A*

PRI visibilty  Mew Dashboard Tab  Sourcing  Suppliers

Home | Help ™| Logout

Welcame rsammel - Sandbox

& Reporting Likely Sourcing Savings (US)

Field Browser : Chart  Dashbeard

‘ b applied Filters |

-
Boor B
I — b ” : c Percent
‘ Computer Equipment and Accessories vl ‘AETIVE Suppliers ¥ SavingHioh] Totliinvoics Saetd e HioH
atal Saving Hig
in Us (uso) (UsD) +
Total 33,413,581.70 &
amputers i ,622,318. ,220,686.
c t 21.00% 29,622,318.30 6,220,686.84
ADVERTISING CHECKING BUREAU 194,812.20
ALCATEL LUCENT 1,212,467.30
ARCUS DATA SECURITY 16,558.50 |
BG MACHINE 39,883.50
DIGI STORAGE 551,389.80
HELLO DIRECT 514,026.00
INACOM 3,922,028.60
Low Activity Suppliers... 4,318,051.20
NETWORK EQUIPMENT SOLUTIONS 4,990,982.70
PLYMOUTH PACKAGING 4,473,570.60
PNEUTECH 279,714.60
POLLOCK INVESTMENTS 111,810,60
POWERTRACK 262.20
SAMPCO 3,330,340.20 v
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Let’s apply the Wave approach to the IT Category, as you recall the Waves are:

Wave 1: Highly attractive categories for sourcing with significant Ariba experience
and several criteria showing high savings potential.

Wave 2: Mid-term opportunities comprising of more-complex but still attractive
categories or those with moderate savings potential.

Wave 3: Long-term opportunities (— cost avoidance and/or strategic
partnership categories).

By taking the commodity analysis information and combining it with the benchmarking
data, an organization is now in a position to create a list of Wave 1, 2, and 3 projects
with a high probability of expected savings. This is often referred to as an Opportunity
Summary or Opportunity Assessment and will serve as the foundation for designing
both a short and long-term, sustainable program. The results may look like this:

Client Name ABC Company OPPORTUNITY /@\

Currency usb SUMMARY ARIB A

Detailed Category Priority NA Total Spend Savings NA Low Savings NA High |Savings NA Average

1|Data Center / Hosting 2 354,999,216 28,399,937 63,899,859 46,149,898
2|Media Advertising 3 306,241,306 12,249,652] 30,624,131 21,436,891
3|Equipment and Building Lease 2 147,954,348 7,397,717 17,754,522] 12,576,120)
4|Benefits Administration 2 177,939,978 7,117,599 16,014,598 11,566,099
5[Business Consulting 1 60,283,572 8,439,700 12,659,550 10,549,625
6|General Legal 1 33,043,612 6,278,286 9,582,647 7,930,467|
7|PCs / Workstation / Server 1 31,603,152 5,056,504 7,900,788 6,478,646
8|Promotional Print 1 24,165,463 3,624,819 4,833,093 4,228,956}
9|Fixed Telephony 2 21,708,722 1,736,698 3,256,308 2,496,503
10| Office Furniture 1 15,268,412 1,679,525 3,053,682 2,366,604
11| Temporary Labor 1 29,045,167 1,161,807, 3,485,420 2,323,613
12|Custom Software 3 18,944,742 940,017| 2,820,051 1,880,034
13| Office Supplies 1 8,627,536 603,928 1,466,681 1,035,304
14|Courier Services 2 8,783,059 526,984 1,405,289 966,137|
15| Training 2 9,596,949 479,847 1,151,634 815,741
16| Telecom Equipment 2 4,189,717 544,663 837,943 691,303]
17]IT Consulting 1 5,393,165 323,590 862,906 593,248'
18| Advertising Agency Services 2 6,516,151 325,808 781,938 553,873'
19|Mobile Telephony 1 2,873,229 430,984 632,110] 531,547
20|Auditing Services 2 2,626,027 367,644 630,246 498,945
Grand Total 1,269,803,522 87,685,710| 183,653,399 135,669,554

In % of Total Spend 131%)

Now that you have an opportunity assessment identified, a critical next step is to
evaluate how many suppliers are associated with each of these categories. This
analysis may lead to several different conclusions. If you determine that you only work
with one supplier in your business consulting category, you may decide that your
organization is under a significant amount of risk and that spreading the business
across multiple suppliers may mitigate this risk.

Or, if you're dealing with a niche, highly specialized category such as advertising, and
have four suppliers across the same division and a small amount of spend; you may
draw the conclusion that sourcing this category in an effort to consolidate your supply
base would yield the most-efficient results. It's up to you to delve deeper into how the
spend is broken up across your supply base. Ariba Spend Visibility can help you collect
this data and conclude what makes the most sense for your organization’s unique
needs and requirements.

Copyright © 2010 Ariba, Inc. All rights reserved. 13
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Example 2: A CPO or Director of Global Sourcing managing all spend categories of a
multinational corporation is targeted with aggressive savings and is looking for the
greatest sourcing opportunities. The corporation primarily sources regional contracts
and often further at the divisional level. A good place to start in this case is with a
geographical analysis, which will determine which region has the greatest concentration
of spend and should be targeted first. Appropriate pre-packaged reports can be found in
the following folders:

Prepackaged Report Folder: Organization Analysis

Report Name: Geographic Location Analysis

...and the results may look like this.

&\ ARIB A" Home | Help ™ | Logout

Horne Visibility MNew Dashboard Tab Sourcing Supplisrs Welcome rsammel - Sandbox

h Manage Recent Prefel

& Reporting Geographic Location Analysis
—— Mote: You are currently viewing data from the data load schema.
Field Browser
Pivot table [JESLET Dashboard
~ Applied Filters
=1,276,224,429.84 Accounting Date  Spanning: most recent 1 Vear(s) } ?/:El:p’l':'y Options ;j;
infMax rows:
¥ Active Suppliers | Layout: Pivor Gutline
|Aggreqate Wiew: Invoice Spend (USD) ¥
|> Actlue Accounts |
\MEIMI Total Invoice Spend (USD) +
Total 1,276,224,429.84(100.00%)
North America 920,528,636.00(72.13%)
United States 979,661,136.00095,56%)
nit of Measure
Canada 40,567,500,00(4 44%)
Unclassified 295,574,069.84(23.16%)
Unclassified 295,574,069.84(100.00%)
Europe 60,121,724.00(4.71%)
France 26,089,311,00(43,39%)
Belgium 24,119,175.00(40,12%)
UK 9,907,956.00{16.48%)
Garmany 3,612.00(0,01%)
United Kingdam 1,670.0000.00%)

Show Report Query

The overwhelming majority of spend being in North America, it is clear that the bulk of
the projects will impact North America. In this highly decentralized organization, we
should look at how the spend breaks out across various divisions. Many companies use
this analysis to determine which division(s) (i.e.: business units) on which to focus their
initial efforts. At this point, let’'s apply a filter to North America and look at divisional
spend in the region.

You can do this by clicking on “North America” in the report and then selecting
“Company” from the pull down. If the Company field is not on the report, you can add it
by clicking on “Other” in the Field browser, scrolling until you find “Company” and
dragging it onto the “Page” fields tab. You can then click on “North America” again and
selecting “Company.”

Copyright © 2010 Ariba, Inc. Al rights reserved.
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...and the results may look like this.

Home | Help ™| Logout

/& ARIB A"
GEUTAN  visibility  Mew Dashboard Tab  Sourcing  Suppliers Welcome rzammel - Ssndbox
= Seard s ©Print
& Reporting Report137518 - Untitled Analytical Report
Field Browser Chart | Dashboard
+ applied Filters
=1,287,062,507.84  Accounting Date  Spanningi most recant 2 Yaar(s) Display Optiens Edit
¥« North America =920,528,636,00 Region Nerth America MinfMa rows: S
United States  879,661,136.00 Layout: R
Canada 40,867,500.00
[agaregate view: Invoice Spend (WsDy 7|
[company [F[E[company Level 1 T8 [company Level 2 % Total Inwaics Spend (USD) +
Total 920,528,636.00{100.00%)
ACME GLOBAL 920,528,636.00{100.00%)
ACME PROCESS 920,520,040.00{100,00%)
Composites 351,679,231.00(41.46%)
Plastics Processing 189,059,571.00{20.54%)
Consumer Construction 144,558,065, 00(15.70%)
Fibrous Material 131,490,519.00(14.26%)
Roadwork 44,582,004.00(4.84%)
Cultured Stane 23,170,850.00(3.17%)
ACME POWER & DISTRIB 5,371.00(0.00%)
ACME POWER 5,371.00{100.00%)
ACME MFG 2,852.00(0.00%)
ENGIME COMPOMNENTS 2,652.00{100.00%)
ACME MAINTENANCE 373.00(0,00%)
TEXAS 373.00{100.00%)

Show Report Query

From this data, the CPO sees that 41 percent of spend comes from the Composites
division. At this point, you have determined that the Composites division in North
America would be a good place to start your investigation and pipeline building.

By digging deeper into your spend by geographic location, then division, then
commodity, you can now begin your efforts to hone in on specific projects. This same
process (starting with a pre-packaged, dashboard or new report and filtering down to the
appropriate level) should be repeated until the right subset of spend is being analyzed.
Then you could start estimating potential savings from categories in the subset of
spend, moving to the next phase.

Example 3 - Developing and Refining the Shortlist

Your company may have recently sourced a shortlist category several months ago and
is locked into a three-year deal with no out clause. This is data that is not in your Ariba
Spend Visibility solution but must be checked before finalizing your list. Going through
this level of contract analysis is an absolute must in order to know that your pipeline is
completely accurate and 100 percent validated. A common mistake is to assume that
all of your spend is readily available to source. So, before you finalize your wave plan,
a recommended best practice would be to work with your buyers or your legal team to
determine which contracts are open to source and which are not.

Copyright © 2010 Ariba, Inc. All rights reserved. 15
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Other “non-sourcing” areas that you should investigate outside Ariba Spend Visibility include:

« Balance of Trade: Is the primary supplier(s) also a large customer, meaning it will
be politically difficult to switch suppliers and limit your leverage?

* Unmanaged Categories: If no sourcing team is covering categories or spend is all
managed locally, there is not much you can do.

» Contract Status: Are contracts in place for the category? When do they expire?
Customers of Ariba Contracts can leverage their contract information through
the dashboard.

&\ ARIB A" Home | Help ™| Logout

Home Contract Management Legal Contract Management Mare... telcame Mike Marino - US1Int

= o

B cCreate  Search  Manage  Recsnt  Pref = Notificstions & Print]

& Reporting Active Contracts By Commodity

[ Field Browser [IPTRe Il Chart  Dashboard
[Poge | [a8hem] ~ Applied Filters
-3,635,699,414.68  Start Date Spanning: most recent 4 Year(s) Display Options Edit
State A MinMas rows: 3iall
Commodity (L1)  * Exclude * All commedities, All Commodities Layout: Pivot Outling
F  Organization
P Ouner (Mansger (L1)) - Contract Amount (USD) Project Caunt
Commadity (L1) ¥
2008 2007 2008 2009 2006 2007 2008 | 2009
= whctive apparel and Luggage and Riinsa i &
Mo more levels ta drill-down. Fersonal Care Products
- | | Building and Construction 7,300,000.00 450,024.00 3,400,000,00 4,220,204.00 2 3 g 11
and Maintanancs Ssrvicss =
Building and Construction
Machinery snd 350,000,00 a50,000.00 2 4
Accessaries
Chermicals induding Bio
Chemicals and Gas 5,888.89 000 58,388.90 i 3 4
Materials
Clsaning Equipment nd SnshEAR .
Supplies
Cornmercial and Military
and Private Vehicles and Gt :
their Anosssariss and ARG
Componerts
Distribution and
Conditioning Systems and 500,000,00 200,000.00 3,400,000.00 4 4 7

Equipment and
Components

This report shows contracts by commodity and contracted amount by start date.
This was an adhoc report created based on the Procurement Contract Workspace
fact table. Measures included are contract amount (USD) and project count.
Commodity information was added to the row field, and the Project Start Date added
as a column field. Additional page fields were included to provide filter and drill-
down options (such as “Active” status projects as seen above).

Additional details are typically available in a contract utility, including expiration date
and supplier. This will allow you to understand existing contracts and when a
commodity could be due for a project. In addition, you may determine that the
contract amount is much less than what is needed from corporate (as found in Ariba
Spend Visibility), and could attempt to amend the supplier contract.

« Sourcing activity: Is a sourcing event already underway for a specific category?
Customers of Ariba Sourcing can check the sourcing activity through the dashboard.
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& ARIBA"

Home Wisibility

& Reporting

Field Browser

Mew Dashboard Tab

Sourcing

Suppliers

Sourcing Projects by Type, Category, and Org

Pivot table Chart

Dashboard

Home | Help " | Logout

Welcome rsammel - Sandbox

S Print

~ applied Filters

=633 StareDate  Spanning: mestrecent 2 Year(s) Display Options Edit
[P cuner us=n I Min/Man rowsi 30
|b Praject Hame ‘

DBl view ¥
|> Region (L1) \ S —
[P startDare tvean) | S Edit in Wizard..,
[ ot | | commadity (L1) Organization  Project Mame (Date) Status  Stats s:‘;‘:regate .
Eom | Corporate DLM Test Full Project IT 12/4/2008  Gray active\ | v

Manufacturing  DLM Test Full Praject IT 12/4/2008  Gray active T
[¥ ouner sen J sales DL Test Full Project 1T 12/4/2008 | Gray Active \—/
[P EventType || | Building compenents all DLM Test Full Project IT 12/4/2008  Gray active 1
Corporate DLM Test Full Project IT 12/4/2008  Gray Active 1
Manufacturing DLM Test Full Project IT 12/4/2008  Gray Active 1
Sales DLM Test Full Project IT 12/4/2008  Gray Active 1
Chemicals all DLM Test Full Project 1T 12/4/2008  Gray Active 1
Corporate DLM Test Full Project IT 12/4/2008  Gray active 1
Manufacturing DLM Test Full Project IT 12/4/2008  Gray Active 1
Sales DLM Test Full Project IT 12/4/2008  Gray Active 1
Unclassified  Sample Project 4/15/2008 | Gray Completed 1
Cleaning Equipment and Supplies all DLM Test Full Project IT 12/4/2008  Gray active 1
Corporate DLM Test Full Project IT 12/4/2008  Gray Active 1 |E]
Manufacturing  DLM Test Full Praject IT 12/4/2008  Gra active 1 |68

Show Repart Query

This report is available in the pre-package section of Sourcing reports on the Ariba
platform (if you have the Ariba Sourcing module). After opening the report, it was
modified from the aggregate view to a detailed view, which can easily be done by
clicking the highlighted area.

From here you could obtain details such as whether the project was awarded, what
the savings were, and the scope of the project. You may find that the project scope
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was limited as it was done prior to Ariba Spend Visibility being deployed.

After you have removed all categories that cannot be sourced or are unlikely to yield
significant savings due to external factors, you have your final pipeline and forecasted
sourcing savings.

Copyright © 2010 Ariba, Inc. All rights reserved. 17
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Conclusion

Ariba Spend Visibility can greatly improve your ability to identify, quantify and prioritize
sourcing opportunities that drive planned savings. However, the overall impact (.i.e.:
value of the savings) is creating an actionable source plan based on truly understanding
your spend patterns (categories, suppliers and organizations). Hopefully this guide has
helped to provide a useful framework and some ideas to get you started.

As you find new criteria or ways to leverage Ariba Spend Visibility, we welcome your

18

feedback so that we can continue to improve this guide for our customers. Please
contact your Ariba Spend Visibility project manager or the Ariba Spend Visibility
solutions management team with recommendations or questions.

If you find that you need more hands-on support, either with finding or executing
sourcing opportunities, Ariba’s sourcing organization can help you. Ariba’s Sourcing
Services group runs hundreds of millions of dollars worth of projects on behalf of our
customers each year. These projects range from electronics to transportation, indirect
services to plastics, metals to capital equipment, and many more. Ariba has dedicated
commodity managers assigned to each of these categories, with the sole purpose of
conducting ongoing research and analysis into the hot and cold sourcing markets.
Please contact your Ariba account manager to learn how we can help you become best
in class in your sourcing efforts and drive more savings faster.

Appendix A: Pre-Packaged Reports

The following are useful pre-packaged reports for sourcing analysis. They can be
accessed via the “Explore Pre-Packaged Reports” link.

Sub-Folder Report Description
Benchmark e Ariba Sourcing Savings e Shows the average percent savings realized
Reports e Price index by Ariba recently per category
reports (various) Show the price index movements
e Price Movements per category
Relative to Price Index Calculate the difference between price index
o Likely Sourcing Savings and your unit price movement per category
Multiplies Ariba’s average savings by your
spend per category
Opportunity e Big Impact Shows which commodities in your supply
Analysis Sourcing Projects base account for a relatively large
o Supplier Fragmentation percentage of invoice spend with varying
prices across multiple suppliers
Shows commaodities with excessive number
of suppliers
Commaodity e Spend Variance Shows annual changes in spend
Analysis Analysis per commodity
e Spend Concentration Part counts and average price, showing
Analysis by Commodity concentration of spend
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Appendix B: Sourcing Criteria

The following are each criteria that suggest a potential sourcing opportunity, along with
how to leverage Ariba Spend Visibility to check the criteria.

Criteria Indicates Opportunity if: How to Leverage Ariba Spend Visibility
Volume of Large Volume Sort categories descending by spend. Use most
Spend commodity analysis folder reports or create one.
Spend Spend has increased Look at spend over time, either via pre-packaged
Variance significantly since or custom reports. Open “Spend Variance
last sourced Analysis” report and sort descending.
Supplier A large number of suppliers | Look for categories with large enriched supplier
Fragmentation |in the category (note that counts and then check for those with meaningful
large depends on category volume (20%+) outside of the top few suppliers.
as local sourced Open “Supplier Fragmentation” report and sort
commodities will naturally ERP Supplier Count descending. Also check for
have more spend), with categories where parent companies in same
significant ability to industry have multiple suppliers under them as
consolidate spend among you can leverage the total volume in
top suppliers. negotiations. This last point is especially useful
in commodities such as energy, telephones, etc.
Part Spend concentrated in a Calculate average price peer part and pull in
Concentration* | small number of parts, parts to see if spend is highly concentrated.
enabling greater leverage Open “Spend Concentration Analysis by
with a few suppliers. Commaodity” report.
Competitive Market dynamics are Look at Ariba’s sourcing savings via the “Ariba
Market yielding particularly Sourcing Savings” or create a custom report,

competitive bids

sort descending.

Market Price

Price indices have fallen

Open one of the price index reports and sort

Declines significantly since for the commodities that have shown

last sourced greatest declines.
Relative Prices have fallen more or Open the “Price Movements Relative to Price
Market Price risen less than your prices Index” report and find categories with the
Declines* greatest delta in price movements.

* Can only analyze effectively in Ariba Spend Visibility if part-level information loaded
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