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The ‘P’ in ERP
Does Not Stand
for Procurement
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Understanding ERP and Procurement

As a government procurement professional, you've likely interacted with
Enterprise Resource Planning (ERP) systems, perhaps even believing that
these solutions provide adequate procurement functionality. Public sector
procurement professionals should not underestimate the value of best-
in-class, dedicated procurement solutions.

ERP systems are business process management tools that manage and
integrate a company’s financials, supply chain, operations, reporting,
manufacturing, and human resource activities. The “P” in ERP, has nothing
to do with procurement, and actually stands for ‘planning’. ERP systems do
facilitate procurement functions, but they are not explicitly designed for
this purpose.

Procurement, particularly in the government sector, requires

specialized tools and features to handle complex tasks such as supplier
management, contract management, spend analysis, and purchase
order tracking. ERP systems often fall short of meeting these unique needs,
leading to inefficiencies and lost opportunities.

“ERP systems, being generic
and all-encompassing, lack

the focus and specialization
required to handle the
intricacies of public sector
procurement.”

The Case for a Dedicated Public Sector
Procurement Solution

A dedicated procurement solution is specifically designed to manage
procurement activities and comes with numerous advantages:

- Tailored Functionality: These solutions are equipped with features
that cater to the unique requirements of public sector procurement.
They provide specific tools for supplier management, contract lifecycle
management, e-sourcing, and procurement analytics.

* Improved Compliance: Compliance is a critical aspect of government
procurement. Dedicated procurement solutions ensure adherence to
rules and regulations, reducing risks associated with non-compliance.

* Enhanced Reporting and Analytics: These solutions come with robust
analytics capabilities that enable data-driven decision-making,
improving procurement efficiency and effectiveness.
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Why ERP Systems Fall Short in Facilitating
Procurement Digital Transformation in the
Public Sector

The digital transformation wave is sweeping across the public sector,
procurement included. It is a push toward greater efficiency, transparency,
and accountability. Yet, as critical as digital transformation is, selecting
the appropriate technological tool to facilitate it is paramount. Although
ERP is an important system to have for the public sector, for many reasons,
ERP systems may not be the best fit in the context of public procurement.

Here’s why it’s still important to have a best-
in-class procurement system that integrates
with ERP:

1. High Implementation Cost & Timeline

ERP projects are costly, heavy, and time-consuming. They can take years
to implement, and their success isn't guaranteed, as evidenced by some
recent examples. This inefficiency directly contrasts with the urgency of
digital transformation goals.

2. Unrealistic for Multi-agency Context

In the context of state agencies or other public procurement entities
with various processes and tools, implementing a single ERP system

is unrealistic. In contrast, an eProcurement layer can sit atop multiple
ERP systems, providing the flexibility needed for complex organizational
structures.

3. Insufficient Focus on Procurement

ERP systems are primarily oriented toward financial transactions, not
procurement. They struggle to handle specific procurement processes
tied to public sector regulations, such as contractor rotation. In addition,
when it comes to spend analysis, ERP systems can provide some reporting
or interface with an external Bl solution. However, they falter when you
need to drill down on spend by NIGP category levels, for instance.

4. Lack of Procurement-oriented Reporting

While ERP systems offer standard reporting capabilities, Source-to-Pay
(s2P) systems offer embedded dashboards and reports built from years of
procurement best practices and experiences.

5. Neglect of Procurement within ERP Systems

ERP systems are not a one-stop-shop to meet full enterprise needs, and
procurement is a sector often highly neglected within these systems. Any
improvements or modifications in workflows need to be addressed by IT,
making the system less user-friendly for procurement professionals.
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6. IT Dependency and Limited Custom Configuration

ERP systems are fully managed by IT, which means procurement teams
depend on IT for any improvements or modifications in a workflow. In
contrast, eProcurement systems can be managed by procurement teams
themselves, reducing IT dependency.

7. Overly Complex and Extensive Training Requirements

ERP systems are often overly complex, even if some recent improvements
have occurred. They require extensive training, a hurdle that eProcurement
systems, built for ease-of-use by procurement professionals, do not
present.

8. Limited Internal and External Collaboration

eProcurement systems emphasize collaboration within the organization
and with external partners, such as suppliers. Would you open access to
your suppliers for managing their catalogs in your ERP system? Security
standards and practical considerations would prevent it.

9. Lack of Strategic Focus

ERP systems are designed primarily for transactional processes, and
they don't address the strategic part of procurement, such as Supplier
Relationship Management or Strategic Sourcing.

10. Insufficient Evolution

ERPs have not kept up with the evolution of procurement maturity over
the past five years, mainly because their focus is diluted over various
functions like Marketing, HR, etc.
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Integration is No Longer a Challenge in
Modern ERP

Current integration technologies make it relatively easy to
connect a procurement system to an ERP, even an outdated one.
Middleware options allow for building a scalable architecture,
enabling easy replacement of one system without having to
rebuild all interfaces.

eProcurement systems come with pre-built integration points
that meet all requirements for data exchange with the system of
records, ensuring the ERP remains the single source of truth.

Finally, integration in a multi-ERP context for complex organizations
brings immediate value as it allows standardized practices for
procurement while maintaining the specificities of agencies. For
example, a Department of Transportation doesn’t have the same
business requirements as a Department of Health.
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ERP

Integrated software solutions
that manage various aspects
of an organization’s operations.

eProcurement

Use of electronic methods
for government procurement
processes.

Finance Management
Human Resources
Inventory Management
Project Management

Reporting & Analytics

Key Features

Requisitioning

Strategic Sourcing
Supplier Management
Contract Management
Ordering & Payment
Spend Reports & Analytics

Benefits in Government

Streamlined Operations
Cost Savings
Enhanced Transparency Between Office

Data-driven Decision-making

Streamlined Procurement
Increased Transparency
Cost Savings

Improved Supplier Management

Key Differences

Comprehensive system covering multiple
organizational functions.

Integrates multiple departments.

Covers a broader range of organizational functions.
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Focuses specifically on digitizing procurement processes.
Can integrate with ERP or standalone systems.

Specialized in procurement management.



Use Cases

ERP and eProcurement systems each offer unique benefits and
applications in government settings. For an effective digital
transformation, consider further exploration and adoption of these
systems according to your specific needs.

ERP Use Cases

« Financial Management

* HR Management

* Inventory Optimization eProcurement Use Cases
* Project Tracking - Purchase Requisitions
» Vendor Selection
« Contract Management

« Order Tracking

Conclusion

While ERP systems offer various benefits, relying Investing in a dedicated procurement solution
solely on them for government procurement can thus be a game-changer for government
tasks can lead to suboptimal outcomes. A procurement professionals. By doing so, not only
dedicated public sector procurement solution, can they achieve operational efficiency, but they
on the other hand, provides the necessary tools,  can also ensure greater compliance, visibility,
flexibility, and analytical capabilities that cater and strategic decision-making, all of which are
to the unique needs and demands of public critical for successful public sector procurement.
sector procurement, leading to more efficient,

compliant, and effective procurement processes.
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