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High performance. Delivered. Executive Summary

There are opportunities within the current procurement function to establish a
Governance Model to define strategies, make key decisions, provide oversight, and
manage performance.

—Key Governance Model Recommendations—

* Deploy a Governance Model that defines the decision-making frameworks, authorities, structures,
metrics, and oversight to execute and manage the procurement function’s processes, policies, and
procedures

* Establish, define, and empower a Procurement Governance Team to make key decisions, monitor
performance, and champion changes in statutes, administrative codes, and policies

* Develop, maintain, and promote a continuous improvement process where opportunities can be
identified at all levels, both within and outside the procurement function, and be pursued / brought to
the Procurement Governance Team as appropriate (e.g., review delegation of authority levels for
opportunities to improve efficiencies)

* Implement and utilize a Balanced Scorecard with the appropriate metrics and targets to help manage the
health and performance of the procurement function

* Monitor performance reports to identify performance trends or measures that are repeatedly performing
above / below targets and develop action plans to drive desired outcomes

* Empower the Procurement Governance Team with the responsibility and authority to form sub-
committees as necessary to support decision making, identify root causes of issues, and develop
implementation / action plans



Final

>
accenture

High performance. Delivered. Table of Contents

* Executive Summary

* Design Approach Process

* Governance Model Overview

« Recommended Governance Structure

 Recommended Governance Processes

 Recommended Procurement Performance Measurements
* Delegation of Authority Levels

* Appendix



>
accenture

High performance. Delivered.

Final

Design Approach Process

The team followed a structured approach to develop the recommended Governance
Model for the procurement function.

November 15t - January 7t

Assess Current State

* Conduct Kick Off
Meetings

* Issue Data Request

* Conduct Stakeholder
Discussions

* Survey suppliers

* Conduct Accenture
Procurement Mastery
Survey

* Assess Current State

Procurement Vision
Procurement Metrics
Procurement Processes
Interaction Points
Statutes & Policies

Conduct Strategic

Alignment

* Conduct Procurement
Guiding Principles
Workshop

* Conduct Procurement
Process Workshop

* Conduct Procurement
Governance Model
Workshop

January 10— March 11t

Design Operating
Model

* Create Future Process
Designs (RACI Charts)

* Establish Service Level
Agreements

Design Governance

Model

* Create Future
Governance Structure

* Create Future
Governance Processes

* Identify Procurement
Performance Measures

5
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The Governance Model recommendations are based on stakeholder discussions,
multiple workshops, and procurement governance leading practices.

—Key Governance Model Activities—

* Conducted survey discussions with over 60 key procurement stakeholders

» Assessed and outlined current state procurement processes and performance measurements
across state agencies and community colleges (see Current State Assessment Deliverable)

* Conducted the Procurement Guiding Principles workshop

* Summarized the identified opportunities to improve the governance process

* Developed a list of recommendations for a Governance Model

* Conducted the Governance Model workshop to confirm the structure and processes

* Conducted Governance Model performance measurements discussion

* Developed recommended governance structure, processes, and performance measurements
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The Governance Model aligns with the Operating and Organizational Models and
outlines the decision-making frameworks, authorities, structures, metrics, and oversight
that will be deployed to execute and manage the procurement function.

4 N

Operating Model

Describes what procurement capabilities
are needed, how the work is executed, and
interfaces with other groups within the

E Y

Governance Model

/ Procurement Governance Structure \

Organizational Model

S

State Procurement and Entity Procurement Organizations

Describes roles, responsibilities, career
paths and key competencies within the
procurement organization /

Defines key decision rights, leadership

oversight, and performance mgmt to
execute and drive compliance to strategy
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The three components within the Governance Model are defined individually but
function together to support the vision of the procurement function.

-

Governance Structure Governance Processes Performance Measurements

Procurement Governance Structure

DOASesmtary
(Chairperson)

Executive Steering Committee

DOACOO £0A Dty St Precuremat ™ o osEM
(Chapancs) Secaatary Lagal Council Eprotitn || Bapmaertiie Bugmuartiton

Suncit || SumAgces” | CommuityCallegn’
Frocureme Parchasing Purchuing

Univwssitio’ Prchusmg || LEA" Prrchwing | Locul Goveansmrs
Fapmsartitin Fapmsemitn
(optond)

Cleary defined processes to
enable effective decision

Clear and efficient governance making and management of the Performance objectives and
bodies, responsibilities, and procurement  function.  The measures to provide insight
mandate to support achieving process model ensures clear and guidance to leadership
business objectives roles & responsibilities (no grey

\_ NG AN /
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Governance Model Overview

The Governance Model outlines the decision-making == s oo

frameworks, authorities, structures, metrics, and
oversight that will be deployed to execute and manage

the procurement function.

= (Governance Definition

= Recommendations

* Governance is the act of exercising authority to ensure processes
and decision-making are implemented efficiently and effectively.
It helps identify and prioritize needs against the strategy and
affordability constraints and defines the responsibilities /
processes of leadership that support decision-making and
management follow-up within an organization.

= Current Challenges

* Procurement expertise is dispersed across the procurement
entities with limited levels of collaboration

* Two central purchasing authorities performing similar functions
under different statutes and approaches results in duplication of
efforts (e.g., compliance, training) and added complexity to the
overall procurement function

* Purchasing professionals in P&C spend significant time on
tactical activities, preventing them from pursuing more strategic
activities that drive higher returns on investment

= Leading Practices

* Leading procurement organizations use tiered cross-functional
governance structures to provide support for strategic and tactical
layers of procurement

» Leading procurement organizations have a leadership team with a
3-5 year strategic plan

|| OIS || m——

* GM1 - Deploy a Governance Model that defines the

decision-making frameworks, authorities, structures,
metrics, and oversight to execute and manage the
procurement function’s processes, policies, and procedures

GM2 - Establish, define, and empower a Procurement
Governance Team to make key decisions, monitor
performance, and champion changes in statute,
administrative code, and policies

GM3 - Identify potential Procurement Governance Team
representatives from state agencies, community colleges,
universities, LEAs, and local governments and facilitate a
process to select one representative for each user segment
(Note: university, LEA, and local government
representatives are optional members of the Procurement
Governance Team)

* GM4 - Proactively monitor statutes and administrative

codes to:
* Ensure the procurement function is compliant
* Identify potential needs for modifications
* Ensure training / interpretation / clarification is
provided in a timely manner

10
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High performance. Delivered. Guiding Principles Alignment

The Governance Model recommendations align to the Procurement Guiding Principles.
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Delivery
Excellence
Compliance &
Accountability
Operational
Efficiency
Workforce
Excellence
Strategic
Planning

Recommendation

Deploy a Governance Model that defines the decision-making frameworks, authorities,
GM1 | structures, metrics, and oversight to execute and manage the procurement function’s \/ \/ \/ \/ \/ \/ \/
processes, policies, and procedures

Establish, define, and empower a Procurement Governance Team to make key decisions, \/ \/ ‘/ \/ ‘/ \/ \/

GM2 . . . . . .
monitor performance, and champion changes in statute, administrative code, and policies

Identify potential Procurement Governance Team representatives from state agencies,
community colleges, universities, LEAs, and local governments and facilitate a process to

GM3 y coleges, ur & s @ P v I VIV IV |V IV |V
select one representative for each user segment (Note: university, LEA, and local

government representatives are optional members of the Procurement Governance Team)

Proactively monitor statutes and administrative codes to:
*Ensure the procurement function is compliant \/ \/ \/ \/
e|dentify potential needs for modifications
*Ensure training / interpretation / clarification is provided in a timely manner

GM4

See Appendix for more details on Procurement’s Vision and Guiding Principles 11
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The Procurement Governance Structure identifies the bodies with the authority to define
strategies, make key decisions, provide oversight and manage performance to ensure
strategies are executed consistently across the State of NC’s procurement function.

Procurement Governance Structure

DOA Secretary
(Chairperson)

Appr
Major Strategic Defines
Decisions i i ) Procurement
Executive Steering Committee Strategy and Sets
Operational
Procurement Governance Team Priorities

DOA COO DOA Deputy State Procurement ITS OSP OSBM
(Chairperson) Secretary Legal Council Representative Representative Representative

State Chief State Agencies’ Community Colleges’ Universities’ Purchasing LEA’s Purchasing Local Governments’
Procurement Purchasing Purchasing Representative Representative Representative
Officer (SCPO) Representative Representative (optional) (optional) (optional)

Escalation Path

Executes

Procurement

Strategy and
Operations

State Procurement and Entity Procurement Organizations

13
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Executive Steering Committee =]

Key Responsibilities: Recommended Meeting Frequency: ROIEig@i%

= Provides executive leadership for the direction of the procurement function

= Responsible for aligning procurement activity to the overall NC government strategy

= Reviews, approves, and champions implementation of enterprise-wide procurement strategy and initiatives
= Makes operational cost allocation decisions when necessary

= Addresses escalated items and issues, helping to remove barriers as needed

= Reviews, approves, and champions changes to or new legislation proposed to Governor and Legislature

Proposed Members: Example Key Questions:

= DOA Secretary (chairperson) = Does the current procurement strategy adequately support state
= State CIO initiatives? ' .
= State Budget Director » Are procurement strategy changes and refinements required?

= Where is the procurement function trending away from targeted

= State Controller .
performance for the key metrics on the Balanced Scorecard?

= State Personnel Director

14
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Governance Structure

Recommended Meeting Frequency: RUCinVAVERICINE

Key Responsibilities:

= Responsible for defining the enterprise-wide procurement strategy, setting priorities, and enforcing compliance
= Sets targets and makes operational cost allocation decisions
= Enhances coordination and communication at the highest levels

trends

= DOA COO (chairperson)

= DOA Deputy Secretary

= State CPO

= State Procurement Legal
Council

= ITS Representative

= OSBM Representative

= OSP Representative

= Promotes commitment to Procurement Vision and Guiding Principles across the State of North Carolina

= Sponsors the development / revision of procurement statutes, administrative codes, policies, and Purchasing Manual

= Provides a single point of contact between State Procurement and its entity customers to resolve issues and offer guidance when necessary

= Monitors Balanced Scorecard, conducts contributing factors analysis if performance is not meeting established targets, and communicates
procurement performance to stakeholders

= Responsible to form sub-committees as necessary to evaluate opportunities, enterprise-wide impacts, and causes of above / below performance

= Presents Balanced Scorecard or summary to Executive Steering Committee
= Presents business cases for enterprise-wide procurement strategy and operational changes to the Executive Steering Committee

Proposed Members: Example Key Questions:

= State Agencies’ Purchasing Representative

= Community Colleges’ Purchasing
Representative

= Universities’ Purchasing Representative
(optional)

= LEA’s Purchasing Representative (optional)

= Local Governments’ Purchasing
Representative (optional)

= [s the procurement function supporting the procurement
strategy?

= [s the procurement function compliant with statutes,
administrative codes, and policies?

= Should a sub-committee be formed to support decision
making?

= Should contributing factors analysis be conducted to address
above / below target performance?

15
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Governance Structure
Roles and Responsibilities

State Procurement and Entity Procurement Organizations

Key Responsibilities: Recommended Meeting Frequency:

= Executes procurement strategy and processes

committees are formed by the Procurement Governance Team

appropriate

= State Procurement
» Procurement Organizations from state agencies, community
colleges, universities, LEAs, and local governments

= Creates and/or implements action plans to address above and below target performance
= Summarizes activities, collects data, and provides metrics for review by the Procurement Governance Team
= Provides subject matter expertise (e.g., category, agency, entity, and law) and executes charter when sub-

= Captures ideas for continuous improvement and presents opportunities to the Procurement Governance Team as
= Ensures procurement function is compliant with statutes, administrative codes, and policies

= Provides cohesive, integrated management for day-to-day activities
= Responsible for managing relationships with suppliers and their overall performance

Proposed Members: Example Key Questions:

= Are the sourcing initiatives prioritized
adequately and staffed with the right
expertise?

= Which supplier should be awarded the
contract?

= What training is required?

= Are we compliant with all statutes,
administrative codes, and policies?

16
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Governance Processes
Overviews

There are four major processes within the Governance Model that enable effective
decision making and management of the procurement function.

Key Decision Approval

Objective: Provide a streamlined process to review, approve, and
implement key cross-functional / entity opportunities to help the
State achieve its desired objectives.

Key Activities Typical Outputs

* Business Case

— * Implementation Plan

» Stakeholder
Communications Plan

* Measurement Plan

Identify Opportunity

Present Business Case

and Make Decision

Execute

Implementation Plan

Reporting
Objective: Provide visibility to management on key performance
measures.

Key Activities Typical Outputs

Input Performance

» Performance Reports
Measurements

e Balanced Scorecard
¢ Status Publications

Generate Reports

Publish Status

Procurement Results Management
Objective: Identify key contributing factors driving performance
trends and ensure the appropriate actions are taken to achieve the
desired business outcomes.

Key Activities Typical Outputs

Identify

. L.
Peformance Trend Contributing Factors

Analysis

Understand ¢ Action Plan

Contributing Factors

Execute Action Plan

Sub-Committee Formation

Objective: Form teams with the appropriate subject matter
expertise to support the Procurement Governance Team in
making key decisions, executing implementation / action plans,
or identifying causes of performance trends.

Key Activities Typical Outputs
;‘f“;gseNeed for + Sub-Committee Charter
R * Sub-Committee Work
Assign Resources Plan
* Results

Assess Situation and
Report Results

18
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Governance Processes
Key Decision Approval

The key decision approval process provides a streamlined
approach to review, approve, and implement key cross-functional
opportunities to help the State achieve its desired objectives.

Process Definition
A process to promote continuous improvements and address issues while
considering enterprise-wide impacts. Provides a way to collect, screen,
escalate, and present opportunities to the Procurement Governance Team.
The Procurement Governance Team will then consider all impacts and
form sub-committees as necessary before making a decision. If the
opportunity is approved, an implementation plan will be created, executed,
and monitored.

= Recommendations
* GMS - Develop, maintain, and promote a continuous

Current Challenges

The current procurement environment is reactive versus proactive; there is
no consistent method in place to submit ideas for improvement

Procurement expertise is dispersed across the state with limited levels of
collaboration

In general, there is a lack of consistent, documented procurement
processes that incorporate leading practices

Other Examples / Leading Practices

A large North American bank — five member top tier governance
committee at C-Suite level establishes priorities and goals

A University Purchasing Council — comprised of chief procurement
officers from all member institutions and designated representatives from
the university’s system administrative offices. The mission of the council
1s to share ideas, experiences, and leading practices and techniques in
procurement among the University and its member institutions.

Key Activities Typical Outputs

+ Business Case

+ Implementation Plan

+ Stakeholder
Communications Plan

+ Measurement Flan

Identify Opp ortunity

Present Business Case
and Make Decision

Execute
Imp lementation Plan

improvement process where opportunities can be identified
at all levels, both within and outside the procurement
function, and be pursued / brought to the Procurement
Governance Team as appropriate (e.g., review delegation of
authority levels for opportunities to improve efficiencies)

* GM6 - Develop and maintain a Business Case template for

use by all parties when suggesting a potential procurement-
related opportunity

* GM7 - Consider enterprise-wide impacts when making a

key decision, utilizing the sub-committee process as
necessary

* GMS - Review, contribute to, and approve for each

opportunity a final implementation plan that includes
identifying updates needed to existing documents

* GMD - Issue regular communications describing key

decisions made and potential impacts to all affected
stakeholders

* GM10 - Develop a measurement plan for each approved

opportunity to proactively track implementation success
and confirm desired outcomes are achieved

19
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Key Decision Approval

Guiding Principles Alignment

The Key Decision Approval recommendations align to the Procurement Guiding Principles.

GM5

Recommendation
Develop, maintain, and promote a continuous improvement process where
opportunities can be identified at all levels, both within and outside the procurement
function, and be pursued / brought to the Procurement Governance Team as
appropriate (e.g., review delegation of authority levels for opportunities to improve
efficiencies)

[}
]
©
>
=)
1]
[
o

Customer

AN

Delivery
Excellence
Compliance &
Accountability

Operational
Efficiency

\

Workforce

Excellence

Strategic
Planning

GM6

Develop and maintain a Business Case template for use by all parties when suggesting a
potential procurement-related opportunity

GM7

Consider enterprise-wide impacts when making a key decision, utilizing the sub-
committee process as necessary

GM8

Review, contribute to, and approve for each opportunity a final implementation plan
that includes identifying updates needed to existing documents

GM9

Issue regular communications describing key decisions made and potential impacts to all
affected stakeholders

NN NS

GM10

Develop a measurement plan for each approved opportunity to proactively track
implementation success and confirm desired outcomes are achieved

2SI ERNE I N B N RN

See Appendix for more details on Procurement’s Vision and Guiding Principles

20
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Key Objective: Provide streamlined process to review, approve, and implement key cross-functional /entity
opportunities to help the State achieve its desired objectives.

Develop and
Maintain Process
to Manage

Identify,
Collect and
Screen

Present
Opportunities

Make Decision

Execute
Implementation
Plan

Monitor
RN

Opportunities

Objective:

Develop, maintain and
promote a continuous
improvement process where
opportunities can be
identified from all levels,
both within and outside the
procurement function, and
escalated appropriately

Outputs:

* Business case template for
opportunity including:
operational impacts, cost
savings, implementation
plan, statute and
administrative code
impacts, and alignment
with Procurement Vision
and Guiding Principles

Example:

Opportunities

Objective:

Complete a business
case proposal for each
identified opportunity.
Collect business cases
and identify which
opportunities should be
escalated for approval

Outputs:
* Business cases requiring
approval

Objective:
Communicate
opportunity to the
Procurement
Governance Team

Outputs:

» Action items requiring
follow-up

* Recommended
implementations plan

1

i Objective:

; Consider impacts to the

i procurement function,

rincluding alignment with

! Procurement Vision and

i Guiding Principles, to

i make the appropriate

' decision

Outputs:

» Approval / Rejection
decision

» Approved
implementation plan
including impacts to
materials (e.g., training
materials, Purchasing
Manual, statutes,
policies, and Sourcing
Plan)

Objective:

Execute implementation
plan (e.g., communicate
changes to affected
stakeholders, provide
training as necessary).

Outputs:

* Communications to all
affected stakeholders

* measurement plan to
track implementation
success

Objective:

Monitor and measure
results of
implementation plan to
confirm desired
outcomes are achieved

Outputs:
* Performance reports

Raise small dollar
purchase threshold
from $5,000 to
$10,000

Business case is
completed and indicates
multiple entities would
be affected - must
escalate for approval

Estimated number of

requisitions and dollar

amount was not

provided — action item

to provide

Sub-committee
formed, recommends
approval, and
provides suggested
implementation plan

Sub-committee
executes final
implementation plan

Procurement
Governance Team
monitors
measurement plan
and reports
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High performance. Delivered. RACI

The RACI Chart below outlines the roles and responsibilities for the Key Decision
Approval Process.

Kev Activiti . o % |58 S le_s82,5| 58 £ 88ls:. | 5% | & | 43
= L= o] (5] 3= 7 — @
ey Activities Description EcZ|588| 95 (Eecg5FE| 25 | 25 |3:E|2c8| E8 A os
s2:l32&| 23 8295 E53| 25 | 33 [S23|=E<| 3= s | &8
Fnsl|lgsd g |5 <gl s0 ¢ g3 S z 8 Lﬁd’l 3 = as
O|£0O & Al o~ > A & O & A 8 7 leXe)
Develop and Maintain * Develop process and
Process to Manage template to assist in 1 R, A I I 1 1 1 1 I I I I
Opportunities identifying opportunities
» Complete opportunity R R R A R#** | R** | R** [ R#** | R¥* | R#¥*% | R¥* [ R#**¥ | R**
Identify, Collect, and business case / proposal ’ C** | C¥* | C¥* | C¥* | C¥* | C¥* | C¥* | C¥* | C**
Screen Opportunities * Collect proposals and R A
screen for escalation ’
° Present proposal to R** R** R** R** R** R** R** R** R**
Present Opportunities Procurement Governance| - I A Crx | o | cmx | o | o | omx | o | omr | oo
Team
* Make decision while
Make Decision considering entire R,C I R, A - - - - - - - - - -
procurement function
* Issue appropriate
Execute communications and - A R R¥#k [ Ro##* | RkE | Rk | Rokk | Rkwk | Reackk | Rkwk [ RoAkx
Implementation Plan ..
training
. * Monitor and measure
Monitor Results | A R - - - - - - - - -
results

*The Executive Steering Committee should be Responsible, Consulted, and Informed on Key Decisions / Processes / Issues / Results as necessary
**Responsible and Consulted as necessary
*##*Responsible depending on scope of implementation plan

See Appendix for information regarding the RACI Framework R= Responsible A = Accountable C = Consulted I = Informed 22
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Governance Processes
Reporting

The reporting process provides visibility to management
on established key performance measures.

= Process Definition

* A process to ensure key performance measures are captured
/ provided to track performance. Reports are routinely
generated and results are published to inform stakeholders
on the health of the State’s procurement function.

= Current Challenges

* There are no standard metrics consistent across all entities

to monitor the performance of and the value generated by
the procurement function

* Lack of integrated spend data repository across E-
Procurement, NCAS and P-Card limits ability to effectively
monitor and manage spend across all entities

= QOther State Examples / Leading Practices =

= Leading procurement practices include having a balanced
number of realistic yet challenging performance
measurements with transparent communications

= Single procurement and executive management information
system in place to manage, track (automatically), and report
on procurement performance measurements

= Pennsylvania tracks cumulative strategic sourcing savings
on the Governor’s website

*See Appendix for materials explaining “SMART” criteria

= Recommendations

Key Activities Typical Outputs

Input Performance

—_‘ + Performance Reports
+ Balanced Scorecard
*+ Status Publications

Measurements

Generate Reports L

Publish Status

* GM11 - Implement and utilize a Balanced
Scorecard with metrics and targets to help manage
the health and performance of the procurement
function

* GM12 - Implement the appropriate technology to
enable the capturing, tracking, and reporting of key
performance measurements

* GM13 - Verify each agency / community college
states how they will capture and manage relevant
Balanced Scorecard performance measurements in
their strategic plan

* GM14 - As procurement priorities shift,
continuously assess performance measurements to
ensure they are relevant, adding new ones as
appropriate (that are SMART*)

23
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The Reporting recommendations align to the Procurement Guiding Principles.

Delivery
Excellence
Efficiency
Strategic

Planning

()] [
5 |
(C

> |
a 7]
) >
o o

Compliance &
Accountability
Operational
Workforce
Excellence

Recommendation

GM11 Implement and utilize a Balanced Scorecard with metr!cs and targets to help manage ‘/ \/ ‘/ ‘/ ‘/ ‘/
the health and performance of the procurement function

GM12 Implement the appropriate technology to enable the capturing, tracking, and reporting ‘/ \/ ‘/ ‘/
of key performance measurements

GM13 Verify each agency / community college states how they W.I|| capture and.manage \/ \/ \/ ‘/ ‘/ \/
relevant Balanced Scorecard performance measurements in their strategic plan

GM14 As procurement priorities shift, continuously assess performance measurements to \/ \/ \/ ‘/ ‘/ ‘/

ensure they are relevant, adding new ones as appropriate (that are SMART*)

See Appendix for more details on Procurement’s Vision and Guiding Principles and “SMART” criteria 24
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Key Objective: Provide visibility to management on established key performance measures.

Develop and Maintain
Process for Identifying

Wisiitios amel 1Y erssing Collect Data Generate Reports Publish Results
Performance
Objective: Objective: Objective: Objective:
Develop, maintain, and Collect required data to Routinely generate Routinely publish

enforce a process where generate performance operational and strategy performance results to

metrics are identified, reports performance reports inform on the health of the
targets are set, and tasks are State’s procurement
monitored to ensure metrics function
are routinely entered /
provided to track
performance

Outputs: Outputs: Outputs: Outputs:

* Operational metrics / SLA * Information required to * Performance reports and * Status publications

results generate performance Balanced Scorecard

* Exceptions tracking
* Compliance reports

reports

Example:

The Procurement Governance Team | The SCPO requests the data from The Reporting Specialist generates | The SCPO presents the results to the
submits an ad hoc reporting request | the State Procurement Reporting and provides the appropriate Procurement Governance Team

for Green spend as a % of total Specialist, who gathers the report to the SCPO
spend information
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The RACI Chart below outlines the roles and responsibilities for the Reporting Process.

Key Activities Description g8 | §& 5 |E48| 55 | £5 5 £ g Z = 2 %2
zg | 48 c |283| £33 | 22 £ 83 | g< | §3 = | 25
5 0 = ~ 5 < 2 5 8 =S = 2 @ 50 = o
5O [ &2 | ¢ |8°&| E£ | S&E | 2 | 3£ | 32 2 s | 83
= e 3 % g =l <]
& G & 9 S 3 3 g &
Develop and Maintain * Identify metrics and set
Process for Identifying targets
W 0T GV 21|« Develop process to CIIRA|CICIICGIHICGHCGHCGIICGTHICGTCGT|CI
Performance measure performance
* Collect required data to
Collect Data generate performance C C |A,R| R R R R R R R R R
reports
* Routinel t
Generate Reports outinely generate C C |A,R| C C C C C C C C C
performance reports
. * Routinel lish
Publish Results outinely publis CiIlaA|R| T |1 |1 |1 |1 |71 |1]|T1]|TI
performance results

R = Responsible A = Accountable C = Consulted I = Informed

26

See Appendix for information regarding the RACI Framework
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Key Activities Typical Outputs

The procurement results management process identifies

Identify

. . o o +— + Contributing Factors
key contributing factors driving performance trends and — e

Conitrih uting Factors

ensures the appropriate actions are taken to achieve the
desired business outcomes.

Execute Action Plan

= Process Definition = Recommendations
» A process to assist in identifying a performance trend and

implementing changes to drive desired business outcomes.
An analysis will identify the contributing factors of a
performance trend and support the development of the
recommended action plan. An approved action plan will be
implemented, and progress will be monitored through the
established reporting process and regular checkpoints.

* GM1S - Monitor performance reports to identify performance
trends or measures that are repeatedly performing above /
below established targets and develop an action plan to drive
the desired outcomes

* GM16 - Issue communications describing the results
management action plan and the potential impacts to all
affected stakeholders

= Current Challenges * GM17 - Monitor the implementation of the results
* There is no robust results management program to drive management action plan by conducting regular checkpoints
consistent and effective management of procurement and formal status reviews
performance

* GM18 - Recognize entities / functions that consistently
perform above established targets and potentially develop an
award to congratulate exceptional value delivered to the State

* There are limited mechanisms to motivate employees to
deliver significant value

= QOther State Examples « GM19 - Promote open communication by developing a
« Georgia uses a high-level dashboard to track performance process to accommodate feedback from results management
for the entire procurement organization and detailed action plans (e.g., questions, issues, and results)

dashboards at the department level. Benefits include higher

service levels to their customers (e.g., agencies), and a

communication tool in place on procurement performance

and value 27
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The Procurement Results Management recommendations align to the Procurement Guiding
Principles.

(1} o < 2 © v o
= [V >
2 |gq|5E|28|58|5E |52
> ° S 9 C & | B 0|l QO
= + =3 |5S|SS|£3| w5
0 Z [ TR S|l o | 00| 58
[} S O x|  ES| af 3 X | & o
. [=2] (18] 0O O O w
Recommendation O«
Monitor performance reports to identify performance trends or measures that are
GM15 | repeatedly performing above / below established targets and develop an action plan to \/ \/ \/ \/ \/
drive the desired outcomes
Issue communications describing the results management action plan and the potential
GM16 | . & 8 P P v Vi iv |V
impacts to all affected stakeholders
Monitor the implementation of the results management action plan by conductin
GM17 P ) 8 plan by 8 v v |V
regular checkpoints and formal status reviews
Recognize entities / functions that consistently perform above established targets and
GM18 &n / y perto . & v | V|V IV |V
potentially develop an award to congratulate exceptional value delivered to the State
Promote open communication by developing a process to accommodate feedback
GM19 P " oy PIN a process’ v | vV v | v
from results management action plans (e.g., questions, issues, and results)

See Appendix for more details on Procurement’s Vision and Guiding Principles 28
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Key Objective: Identify key contributing factors driving performance trends and ensure the
appropriate actions are taken to achieve the desired business outcomes.

Understand
Identify Contributing Factors Review Action Implement Action

- Monitor Results
Performance Trends and Develop Plan Plan

Action Plan

Objective: Objective: Objective: Objective: Objective:

Monitor and report on
the results of the
action plan

Drill down into
appropriate data to
isolate the contributing
factors driving
performance results
and develop action

Review the proposed
action plan and update
as necessary

Monitor performance Implement action plan
reports to identify
performance trends or
measures that are
repeatedly performing

above / below

established targets plan
Outputs: Outputs: Outputs: Outputs: Outputs:
e Performance trends « Contributing factors * Approved action plan ! * Communications to all | « Performance reports
analysis affected stakeholders * Regular checkpoints
* Recommended action
plan

Example:

The Procurement OSP identifies contributing | The Procurement OSP implements the The Procurement
Governance Team factors and creates an action | Governance Team reviews | approved action plan Governance Team
recognizes that the turnover | plan to reduce the turnover the action plan and adds a monitors the results

rate is high rate few considerations that through the established
were not accounted for reporting process
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Procurement Results Management
RACI

The RACI Chart below outlines the roles and responsibilities for the Procurement Results

Management Process.

Key Activities Description gy | E& = S| 25 | 85 5 EE & S 2 &3
a2 | £ 5 28 | O | £E = 5 | £2 | =3 & S0
= ] 5 e > O ZIR 3] 3 s 3 = S
e E 55 g 2 & 2 E g 5 S = PR E 3 = sQ
2 g g g £ 2% g3 Z 3 & o 3 g < 52 2 =15
= 0 ] 2 0 =) (=ie) - © @ = O =y
33 | £82 2 83 | E€£ | 5& Z & | 2 S 7 &8
2 S| & | &5 | q |3 & :
m 5] ::0 S — m (=W}
*Identify measures that are
Identify Performance .
y trending away from Cl| A R I I I | I I I I I
Trend .
established targets
Understand *Identify contributing
Contributing Factors factors and create an C 1 I IRAIRCI[R,CIR,C|IR,C|R,C|R,C|R,C|R,C|R,C
and Develop Action Plan | action plan
. . *Review action plan and
Review Action Plan P Cl| A R - - - - - - - - -
update as necessary
*Issue appropriate
Implement Action Plan communications and CIl| A R | R** | R*¥* | R*¥* | R*¥* | R*¥* [ R*¥* [ R*¥* [ R** [ R**
training
. *Monitor and report on the
Monitor Results ) C1l| A R |CI|ICI|CITI|CI|CI|CI|CI|CI]|C]I
results of the action plan
*The Executive Steering Committee should be Consulted / Informed as necessary .
**Responsible depending on scope of action plan R= Resp0n51ble A = Accountable C = Consulted I = Informed 30

See Appendix for information regarding the RACI Framework
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An action plan is created to describe the activities and responsible parties required to
improve performance.

Action Plan ID

N () 1B W EYVIBNEY (Il Action Plan Name

General Information

Upper / Lower

Specification Limit: Targeted range

Measurement Name: | Measurement name from balanced scorecard Metric Target: | Established target

Current reporting
period metric

Describe the reasons for measuring and the conclusions that Measurement

can be derived from the results Cycle: How often reported Shiniifls

Purpose of Metric:

Contributing Factors and Desired Outcomes

Performance Trend: | Describe the identified performance trend # of Periods: | # of periods trend has occurred

Contributing Factors: | Describe the contributing factors of the performance trend including contributing parties, data, and procurement operational factors

Desired Outcomes: | Describe the desired outcomes of the action plan

Approach

Actions to be Taken: | List and thoroughly explain the activities required to achieve the desired outcomes

Interim Activities: | Describe any processes or procedures that need to be followed until the desired outcomes are achieved

Major Milestones: | Provide the key milestones and dates for each key activity Timeframe: | Provide the duration of each key activity

Provide the recommended resource

Dependencies: | List any relevant dependencies (e.g., functional impacts) for each key activity Resources: responsible for each key activity

Conclusion and Next Steps

Checkpoints: | Designate checkpoints to monitor action plan success and ensure desired outcomes are achieved

Formal Review of Status: | Designate formal status reviews with the Procurement Governance Team and the Executive Steering Committee if necessary

Note: A complete and thorough action plan will be very detailed and should result in multiple pages.

31
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High performance. Delivered. Sub-Committee Formation
The sub-committee process allows for the formation of il Tygieal Outgts
teams with the appropriate subject matter expertise to COw Il | - Sub-Committee Charter
. . . . . * Sub-Committee Work
assist the Procurement Governance Team in identifying T — e
causes of performance trends, executing implementation / e senand
action plans, or making key decisions.
= Process Definition = Recommendations
* A process which provides support for the other key * GM20 - Empower the Procurement Governance
Governance Model processes. Sub-committees are Team with the responsibility and authority to form
formed, given a charter, and status is monitored sub-committees as necessary to support decision
through the use of project work plans. making, identify root causes of issues, and develop

implementation / action plans

= Current Challques . * GM21 - Proactively seek situations where subject
* Procurement subject matter expertise is dispersed . . :
. , matter expertise is required and a sub-committee
across the state with limited levels of collaboration
should be formed

* GM22 - Develop and maintain a sub-committee
charter template to be completed by the
Procurement Governance Team when additional
subject matter expertise is required

= [eading Practices

* Cross-functional collaboration is formalized top-
down through the governance structure. These

types of sub-committees typically include people

from different technical and user-departments in * GM23 - Require sub-committees to routinely
addition to the procurement organization and report on the status of the chartered objective by
project leadership. creating and maintaining a project work plan

32
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The Sub-Committee recommendations align to the Procurement Guiding Principles.

()] S
5| E
(C

> |8
a %)
) =]
o (@]

Delivery
Excellence
Efficiency
Excellence
Strategic
Planning

Compliance &
Accountability
Operational
Workforce

Recommendation

Empower the Procurement Governance Team with the responsibility and authority to

GM20 form sub-committees as necessary to support decision making, identify root causes of \/ \/ \/ \/ \/
issues, and develop implementation / action plans

GM21 Proact.ively seek situations where subject matter expertise is required and a sub- ‘/ \/ ‘/ ‘/ ‘/
committee should be formed

Develop and maintain a sub-committee charter template to be completed by the ‘/ \/ ‘/
GM22 L . . .
Procurement Governance Team when additional subject matter expertise is required \/
GM23 Require sub-committees to routinely report on the status of the chartered objective by \/ \/ \/ \/

creating and maintaining a project work plan

See Appendix for more details on Procurement’s Vision and Guiding Principles 33
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Sub-Committee Formation
Process Overview

Key Objective: Form teams with the subject matter expertise to assist in identifying causes of
performance trends, executing implementation / action plans, or making key decisions.

Identify Need
for Subject

Matter
Expertise

Assign
Governance
Team Resource

Develop
Charter

Identify
Subject Matter
Experts

Assess
Situation

Execute Work
Plan and
Respond to
Charter

Objective:

Proactively seek situations
where subject matter
expertise is required to
make a decision, conduct
research, or execute
implementation / action
plans

Outputs:
¢ Identified need to form
sub-committee

Example:

Objective: Objective:
Develop charter for the Assign the appropriate
sub-committee including Procurement

objective, timeline, and
required delivery date

Outputs:
¢ Sub-committee charter

Governance Team
representative(s) who
will be held accountable
to form the sub-
committee

Outputs:

* Governance Team
representative who
will be held
accountable for sub-
committee

Objective:

Identify and consult
resources with the
appropriate knowledge
and bandwidth to join the
sub-committee

Outputs:
* Formation of sub-
committee

Objective:

Assess the situation (e.g.,
opportunity,
implementation / action
plan, or performance
trend) and identify the
required tasks to meet the
chartered objective

Outputs:

* Work plan that includes
required tasks and
resource assignment

Objective:
Execute work plan by

delivery date specified
in charter

Outputs:

* Results communicated
by delivery date
specified in charter

% Spend on state term
contracts have been below
established target for multiple
reporting periods

Procurement Governance
Team develops charter that
directs the sub-committee to:
1.

Procurement Governance
Team selected the SCPO to
be held accountable
Identify contracts

contributing to below

target spend

. Research why state term
contracts are not being
used

. Communicate findings in
2 weeks

After further research, the
SCPO consulted a few
category leads and selected the
resources to form the sub-
committee

The sub-committee assessed
the situation and created a
work plan that would ensure
they met the chartered
objectives and delivery date

The sub-committee
executed the tasks on
the work plan and
provided the results to
the Procurement
Governance Team
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High performance. Delivered. RACI

The RACI Chart below outlines the roles and responsibilities for the Sub-Committee
Process.

g < =
< 9 5] 2 —
.. o %H| ES g |§,8|lz,. 8| 88 g EE | -8 g8 2 &3
Key Activities Description £22| B9 | o8 (s82|552| 52 | 22 | 5| 5| ez | & | 8¢S
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Identify Need for *Proactively seek situations
Subject Matter where subject matter CI|RA C C C C C C C C C C
Expertise expertise is required
*Develop charter for sub-
Develop Charter op CI1|RA - - - - - - - - - -
committee
. * Assign resource from
Assign Governance
Procurement Governance CI|RA - - - - - - - - - -
Team Resource
Team to hold accountable
Identify Subject Matter .
y J *Form sub-committee CI]|RA C C C C C C C C C C
Experts
. . * Assess situation and
Assess Situation (G| A R** | R** | R** | R¥* | R** [ R¥* | R** | R¥** | R¥* [ R**
develop a work plan
*Execute work plan by
Respond To / Execute . e
P delivery date specified in C1 A R*# | R** [ R¥* | R** | R** [ R¥* [ R** | R¥** | R#** [ R**
Charter
charter
*The Executive Steering Committee should be Consulted / Informed as necessary R= Responsible A = Accountable C = Consulted I = Informed

**Responsible depending on scope of Charter
See Appendix for information regarding the RACI Framework 3 5
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A key document in the Sub-Committee Formation process is the charter, which is created
by the Procurement Governance Team to outline the sub-committee’s objectives and
required timeline for completion.

Sub-Committee
Name:

Unique number to

The name of the sub-committee or project i .
f proj facilitate tracking

General Information

Procurement Governance
Team Representative:

List the Procurement Governance Team member accountable for the sub-committee

Purpose and Objectives: | Describe the reasons for forming a sub-committee and the sub-committee’s objectives / goals

Clearly define the scope of the project so that all parties involved are aware of what is included and what is

Scope:
P not

Lists the names, represented organizations, and roles for the sub-committee members needed to achieve the
sub-committee’s objectives goals

Approach and Schedule

Tasks and
Responsibilities:

Members:

List and thoroughly explain the tasks and responsibilities expected of the sub-committee

Required Checkpoints: | Designate checkpoints to monitor the sub-committee’s progress to ensure desired outcomes are achieved

Communicate

Provide a deadline for the sub-committee to communicate their findings
Results by: f f &
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High performance. Delivered. Quadl‘ants

The Balanced Scorecard provides a comprehensive view on the health and performance
of the procurement function, and consists of four quadrants: (1) Financial, (2) Customer,

(3) Operations, and (4) People and Organization.

The basic premise is: FINANCIAL CUSTOMER
€€ :

If 1;)e havils{c l”e‘;l Andwewill save money. Then the customers
employees doing the o _ will e happy...

right things, then the
customers will be
satisfied, and we will
save money.”

g C“sto
Exce“e“t

mﬁ'"ce{‘

i Poor ‘ ‘ i
OPERATIONS PEOPLE &
ORGANIZATION

Doing the right things... Ifwe have skilled employees ...

Source: Kaplan and Norton
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There are 26 metrics within the recommended Procurement Balanced Scorecard that
provide insight into the health and performance of the procurement function.

Key Metric Unit Cycle Key Metric Unit Cycle

Total Identified Strategic Sourcing Savings $ Monthly | Customer Satisfaction % Yearly

Total Realized Strategic Sourcing Savings $ Monthly | Supplier Satisfaction % Yearly

Contract Spend compared to Total Spend % Monthly | Utilization of State Term Contracts by Universities $ Quarterly

Actual State Term Contract Spend compared to Targeted % Monthly | Utilization of State Term Contracts by LEAs $ Quarterly

E-Procurement Fee Revenue $ Monthly | Utilization of State Term Contracts by Local Governments $ Quarterly
Complaints About Suppliers # Monthly
Supplier Protests # Monthly

Key Metric Unit Cycle Key Metric Unit Cycle

Average Requisition to PO throughput Time Days Monthly | Procurement Employee Satisfaction % Yearly

Actual E-Procurement Spend as a % of Total Targeted E-Procurement % Monthly | Mandatory Training Completed % Quarterly

Spend

Actual E-Procurement Transactions as a % of Total Targeted E- % Monthly | Position Changes % Monthly

Procurement Transactions

HUB Awards compared to Total Awards % Monthly | Turnover Rate % Monthly

Average PO Size $ Monthly | Vacant Positions % Monthly

Level of Delegation $ Quarterly [ High Performing Employees % Yearly

% Completion of Quarterly Business Reviews with Strategic Suppliers % Quarterly

P-Card Spend compared to Total Spend % Monthly

Notes:

1) Details supporting the metrics listed above are available in the following section.

2) During the Implementation Phase, the State must measure data / current operations to establish final baselines and targets. 3 9
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\Y (RIS S VBTl Procurement Employee Satisfaction BSC Quadrant: People.an(}
Organization

Provides level of procurement employees’ satisfaction with working in the procurement
organization

Purpose:

Aggregate % of surveys that had an overall satisfaction level of “Somewhat Satisfied” or
“Very Satisfied”
* This calculation includes State Procurement, state agencies, and community colleges only

Measurement
Calculation:

DETRINIYVHll Employee Satisfaction Survey Results

Measurement

VLSRN 80% - 100% Cycle:

Yearly

* A high percentage of “Very Satisfied” and Stakeholder
“Somewhat Satisfied” employees indicate high EIFIZESVIEUINIM Engagement &
levels of satisfaction with work responsibilities RREJ0ISLITAHE Communications
and opportunities Manager

Interpretation(s):

* A tool to administer and provide the results of the survey is required

DETEITS CWA  Sufficient survey response rate to provide statistically meaningful data

|00l © Analytical skills to analyze survey responses, including comments, to identify themes and
recommended action items
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Measurement Name:

Purpose:

Calculation:

Data Source:

Target(s):

Interpretation(s):

Data Needs /
Limitations:

.. B People and
% Mandatory Training Completed BSC Quadrant: Organization

Provides the percent completion of mandatory training to ensure procurement employees are
receiving the training that is essential to execute responsibilities

Potential Tier 2 measurements:
- # of Training Hours Taken by User Segment (e.g., State Procurement, state agencies, and
community colleges)

Aggregate % of mandatory training completed for all people in formal procurement positions
within a specified time from position start date
* This calculation includes State Procurement, state agencies, and community colleges only

Training Management System

100% Measurement

(current target is 60 — 65%?%*) Cycle: Quarterly

» A below target percentage indicates risk of
employees not being sufficiently trained to
perform responsibilities

2ROl Training &
REHINTITWAE Compliance Manager

* Since there is no current, statewide, learning management system in place to track required
training and progress, reporting on this metric will be manually intensive in the beginning

* Source: NCDOA Performance Management and Strategic Planning website (http://www.doa.nc.gov/performance/pandc.aspx)
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Measurement Name:

Purpose:

Calculation:

Data Source:

Target(s):

Interpretation(s):

Data Needs / Limitations:

People and

Position Changes as a % of Total BSC Quadrant: o .
Organization

Provides visibility of position advancements or changes to indicate level of opportunities within the
procurement function

Potential Tier 2 measurements:
- # of Promotions
- Position Changes as a % of Total by Entity / User Segment

Total # of changes in all procurement positions / Total # of all procurement positions
* This calculation includes State Procurement, state agencies, and community colleges only

BEACON

Measurement

TBD by HR Strategy Cycle:

Monthly

* An extremely high percentage of position changes potentially
indicates organizational instability due to employees not being in
positions long enough to learn and effectively execute their
responsibilities

* An extremely low percentage of position changes potentially
indicates few opportunities for career progression which may
signify low procurement employee satisfaction

D217 00 i)Wl Senior Business
RGN IR Analyst

* It is not clear whether BEACON can provide this information

* Requires adoption and implementation of standard procurement job profiles across the procurement
function to facilitate reporting

* Gathering this information could be manually intensive in the beginning
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\Y (s B i Turnover Rate BSC Quadrant: People.am.l
Organization

Provides a rate at which employees are leaving their job within the procurement function to assess
level of employee satisfaction

Purpose:

Potential Tier 2 measurements:
- % of Exiting Employees that Leave Voluntarily
- Turnover Rate by Entity / User Segment

# of Employees who leave procurement / Total # of procurement employees

Iculation: : . . :
CAlETEDT * This calculation includes State Procurement, state agencies, and community colleges only

TRyl BEACON

Measurement

1 CTONN 5% - 10% Cycle:

Monthly

» Turnover rates above target indicate a potential

risk of employees not being satisfied
IR IO0TE)EE © A low turnover rate indicates that employees are
satisfied and their performance is satisfactory to
the State

Data Collection
Responsibility:

Senior Business Analyst

* It is not clear whether BEACON can provide this information

DETERG WA » Requires adoption and implementation of standard procurement job profiles across the procurement
Limitations: function to facilitate reporting

* Gathering this information could be manually intensive in the beginning
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Measurement Name:

Purpose:

Calculation:

Data Source:

Target(s):

Interpretation(s):

Data Needs /
Limitations:

Vacant Positions as a % of Total BSC Quadrant: People.an(}
Organization

Provides the level of vacant positions within the procurement function to help determine if the
procurement function is sufficiently staffed to execute responsibilities

# of Vacant Positions / Total # of Positions
* This calculation includes State Procurement, state agencies, and community colleges only

BEACON

Measurement

0% Monthly

Cycle:

* A high percent of vacant positions may
indicate the State is unable to fill procurement
jobs in a timely manner or current positions
may no longer be needed

D ETE N OO (T8 iB Senior Business
REYJOISWIITAHE Analyst

e It is not clear whether BEACON can provide this information

* Requires adoption and implementation of standard procurement job profiles across the
procurement function to facilitate reporting

* Gathering this information could be manually intensive in the beginning
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Measurement Name:

Purpose:

Calculation:

Data Source:

Target(s):

Interpretation(s):

Data Needs /
Limitations:

. . B People and
% of High Performing Employees BSC Quadrant: Organization

Provides a mechanism for tracking distribution of procurement employee performance ratings
to differentiate high performers from their peers

# of Employees ranked in "Outstanding" + "Very Good" / Total # of procurement employees
* This calculation includes State Procurement, state agencies, and community colleges only

Employee Performance Management System

30% Measurement

(current baseline is 86% per OSP) Cycle: Yearly

* An above target percentage of high performing
employees limits the ability to distinguish high
performers from their peers

D ETE N80 I T8l Senior Business
REYJOISLIITAHE Analyst

* The current employee performance management process is not consistent with leading
practices

* Requires adoption and implementation of standard procurement job profiles across the
procurement function to facilitate more objective performance management

* Employee performance management training will be required

 Gathering this information could be manually intensive in the beginning

46




>
accenture

High performance. Delivered.

Final

Table of Contents

* Executive Summary

* Design Approach Process

* Governance Model Overview

* Recommended Governance Structure

» Recommended Governance Processes

* Recommended Procurement Performance Measurements
— Balanced Scorecard
— Performance Measurements Definitions

e People and Organization

» QOperations

e Customer

* Financial
* Delegation of Authority Levels
* Appendix

47



Final

>
accenture Performance Measurements Definitions
High performance. Delivered. O p erations

Measurement
Name:

Purpose:

Calculation:

Data Source:

Target(s):

Interpretation(s):

Data Needs /
Limitations:

* Source: E-Procurement

Average Requisition to PO throughput Time (SN0 )IET )il Operations

Provides the average cycle time from requisition creation to PO supplier submission to assess the
responsiveness of the procurement function to their customers’ needs

Potential Tier 2 measurements:

- Avg. Requisition to PO Cycle Time by Procurement Method (e.g., solicitation type/complexity)
- Avg. Requisition to PO Cycle Time by Entity

- Average Number of Approvals Per Entity

- Approval Time (e.g., Legal Reviews)

Sum of all Requisition PO Cycle Times / Total # of POs

E-Procurement and IPS

TBD based on established baseline Measurement

(currently 17 days for State Agencies™) Cycle: Monthly

* A longer than target cycle time indicates potential
risk of procurement function not meeting
customers’ needs in a timely manner

D TR N O0) I (Z8s )il Senior Business
RREJO S IITAHE Analyst

* E-Procurement does not currently track solicitation type and level of complexity
* The average cycle time targets will vary by solicitation type and level of complexity of the
requisition
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Actual E-Procurement Spend as a % of Total

i ETRETET NS Targeted E-Procurement Spend

(SN0 )IET )il Operations

Provides an indication in dollars of direct pay / P-Card leakage for account codes / categories
that are meant to be processed through E-Procurement to assess level of E-Procurement usage
Purpose:

Potential Tier 2 measurements:

- % of E-Procurement Spend made using Catalogs

Actual E-Procurement Spend / Total Targeted E-Procurement Spend

CRAEIELOE | | This calculation includes state agencies and community colleges only

D 2T IY Il E-Procurement, NCAS, and P-Card

TBD based on established baseline and State Measurement

Target(s): Procurement Strategy Cycle:

Monthly

* Below target E-Procurement spend percentage
indicates potential reduction in benefits from
E-Procurement’s spend visibility and control
capabilities

D ETE N 00 I T8l Senior Business
REYJOISLIITAHE Analyst

Interpretation(s):

* Current spend reporting tools lack advanced reporting and ad-hoc capabilities
* Lack of integrated spend data repository across E-Procurement, NCAS and P-Card limits
ability to effectively monitor and manage spend across all entities

Data Needs /
Limitations:
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Measurement Name:

Purpose:

Calculation:

Data Source:

Target(s):

Interpretation(s):

Data Needs /
Limitations:

Actual E-Procurement Transactions as a %
of Total Targeted E-Procurement (SN0 )IET )il Operations
Transactions

Provides an indication in transactions of direct pay / P-Card leakage for account codes /
categories that are meant to be processed through E-Procurement to assess level of E-
Procurement usage

Potential Tier 2 measurements:
- % of E-Procurement Transactions made using Catalogs

Actual E-Procurement Transactions / Total Targeted E-Procurement Transactions
* This calculation includes state agencies and community colleges only

E-Procurement, NCAS, and P-Card

TBD based on established baseline and State Measurement

Procurement Strategy Cycle: Monthly

* Below target E-Procurement spend transaction
percentage indicates potential reduction in DETEN O IVl Senior Business
benefits from E-Procurement’s spend visibility RREJO S IITAHE Analyst
and control capabilities

* Current spend reporting tools lack advanced reporting and ad-hoc capabilities
* Lack of integrated spend data repository across E-Procurement, NCAS and P-Card limits
ability to effectively monitor and manage spend across all entities
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Measurement Name:

Purpose:

Calculation:
Data Source:

Target(s):

Interpretation(s):

Data Needs /
Limitations:

HUB Awards as a % of Total Awards*

BSC Quadrant: EOJildelithiS

Provides the percentage of awarded contracts to HUB suppliers to assess the level of HUB
participation in the procurement process

Potential Tier 2 measurements:
- Total HUB Spend

- # of New HUB Suppliers

- Value of HUB Awards

- Value of Tier 2 HUB Awards

# of Bid Awards to HUB Suppliers / Total # of Awarded Suppliers
* This calculation includes State Procurement, state agencies, and community colleges only

E-Procurement and IPS

TBD based on established baseline and Supplier Measurement

Diversity Strategy Cycle: Monthly

* An at or above target percentage indicates that
HUB suppliers are successfully participating in
procurement

D TR N O0) I (Z8s )il Senior Business
RREJO S IITAHE Analyst

* Since IPS may not adequately capture bid awards today in a format that will enable the
automatic reporting of this metric, the initial calculation of this metric may be very manual
in the beginning

*Contingent upon HUB integration with State Procurement
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Measurement Name:

Purpose:

Calculation:
Data Source:

Target(s):

Interpretation(s):

Data Needs /
Limitations:

Average PO Size

BSC Quadrant: EOJildelithiS

Provides the average $ amount of POs issued in E-Procurement to assist in analyzing
efficiency

Potential Tier 2 measurements:

- Average PO Size per Procurement FTE

- Average PO Size by Category

- Average PO Size by State Term Contract

Total Value of POs / # of E-Procurement POs
* This calculation includes state agencies and community colleges only

E-Procurement

Measurement

TBD based on established baseline Monthly

Cycle:

* A less than target average PO size indicates
missed opportunities for increased economies
of scale from larger orders (e.g., lower
transportation costs, fewer invoices)

D ETE N80 I T8l Senior Business
REYJOISLIITAHE Analyst

* Requires gathering the total value of all purchases orders within E-Procurement
* Current reporting tools lack advanced reporting and ad-hoc capabilities
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High performance. Delivered. O p erations

\Y RNV N IEVET il Level of Delegation

BSC Quadrant: Operations

Provides indication of degree of delegation of authority amount in dollars from State Procurement to
state agencies, community colleges, and universities

Purpose:

Potential Tier 2 measurements:
- State Agency Managed Spend per Procurement FTE
- Compliance Review Results

Aggregate sum of each entity's delegation level multiplied by their entity's total spend % of the total
(OF1IIETIT Bl of all targeted entities' spend
« This is calculated for state agencies, community colleges, and universities only

* State Procurement List of Delegation of Authority Levels by Entity
DETEIRINIV -l * E-Procurement, NCAS and P-Card
* Universities’ spend data

Measurement
Cycle:

IR {OHM TBD by State Procurement Strategy Quarterly

* Low levels of delegation add burden on State

Procurement to conduct sourcing for open market
Interpretation(s): orders, which could potentially divert resources
away from developing and managing state term
contracts

Data Collection

Responsibility: [ROSEEEERAL

DDETERG R » Delegation of authority amounts and average spend / volume must be centrally maintained for each
Limitations: applicable entity
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High performance. Delivered. O p erations

Measurement Name:

Purpose:

Calculation:

Data Source:

Target(s):

Interpretation(s):

Data Needs /
Limitations:

* Strategic suppliers are suppliers with high levels of spend and therefore, impact the State significantly

% Completion of Quarterly Business Reviews
with Strategic Suppliers

(SN0 )IET )il Operations

Provides level of adherence to the Supplier Relationship Management process for strategic
suppliers to ensure compliance

# of Strategic Suppliers with completed Quarterly Review / Total # of Strategic Suppliers
* This calculation includes State Procurement, state agencies, and community colleges only

Designated owners of strategic supplier™ relationships

Measurement

100% completion Quarterly

Cycle:

* A below target percent completion indicates
potential risk of unresolved issues and missing
continuous improvement / best value
opportunities

D ETE N OO (T8 iB Senior Business
REYJOISWIITAHE Analyst

* Since there is no structured supplier relationship management framework that segments
suppliers based on financial impact and complexity, the State must establish, implement and
maintain a Supplier Performance Management framework

* The assigned owner on the State side of the strategic supplier relationship will be required to
report completion status of quarterly business reviews
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Measurement Name:

Purpose:

Calculation:

Data Source:

Target(s):

Interpretation(s):

Data Needs /
Limitations:

P-Card Spend as a % of Total Spend

BSC Quadrant: EOJildelithiS

Provides an indication of the level of P-Card usage for state agencies and community colleges
to monitor leakage from E-Procurement

Sum of P-Card Spend / Total Spend
* This is for state agencies and community colleges only

E-Procurement, NCAS, and P-Card

TBD by State Procurement Strategy Monthly

* An above target percent potentially indicates
lost opportunities for total cost savings from
conducting competitive bids and reduced
spend visibility (assumes P-Card usage is
outside of E-Procurement)

D ETE N OO I T8 iB Senior Business
REY OIS LITAHE Analyst

* The State must determine which P-Card strategy they would like the procurement function
to follow before a target can be established

 Lack of integrated spend data repository across E-Procurement, NCAS and P-Card limits
ability to effectively monitor and manage spend across all entities

* Current spend reporting tools lack advanced reporting and ad-hoc capabilities

* Gathering this information will be manually intensive in the beginning
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High performance. Delivered. Customer

Measurement Name:

Purpose:

Calculation:

Data Source:

Target(s):

Interpretation(s):

Data Needs /
Limitations:

Customer Satisfaction

NTONOLEG e il Customer

Provides a view of overall customer satisfaction with the procurement function meeting the
customers’ needs

Aggregate % of customer survey responses that had an overall satisfaction level of

“Somewhat Satisfied” or “Very Satisfied”

* This calculation includes state agencies, community colleges, universities, LEAs, and local
governments

Customer Satisfaction Survey Results

80% - 100% (O (JHl Yearly

* A below target score warrants a more intensive Stakeholder
analysis of the underlying causes of DETER O Il Engagement &
dissatisfaction to determine the corrective REYJ0ISWITAAE Communications

steps needed were possible Manager

* A tool to administer and provide the results of the survey is required

* Sufficient survey response rate to provide statistically meaningful data

 Analytical skills to analyze survey responses, including comments, to identify themes and
recommended action items
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High performance. Delivered. Customer

Measurement Name:

Purpose:

Calculation:
Data Source:

Target(s):

Interpretation(s):

Data Needs /
Limitations:

Supplier Satisfaction

NTONOLEG e il Customer

Provides a view of overall supplier satisfaction in doing business with the State

Potential Tier 2 measurements:
- Supplier Satisfaction by Category

Aggregate % of supplier survey responses that had an overall satisfaction level of “Somewhat
Satisfied” or “Very Satisfied”

Supplier Satisfaction Survey Results

80% - 100% Measurement Yearl

(current baseline is 75%%) Cycle: y

* A below target score warrants a more intensive Stakeholder
analysis of the underlying causes of DETENON IVl Engagement &
dissatisfaction to determine the corrective REYJO S W1ITAHE Communications

steps needed were possible Manager

* A tool to administer and provide the results of the survey is required

* Sufficient survey response rate to provide statistically meaningful data

* Analytical skills to analyze survey responses, including comments, to identify themes and
recommended action items

* Source: December 2010 Supplier Satisfaction Survey
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High performance. Delivered. Customer

Utilization of State Term Contracts by

Measurement Name: . .
Universities

BSC Quadrant: Customer

Provides an indication of state term contract utilization by universities and the degree of value
universities find in directing their spend toward state term contracts

Purpose:

Potential Tier 2 measurements:
- University Spend conducted through E-Procurement

(OF1IIIETIT Bl Sum of universities' spend on state term contracts

DETRINTNIN G Hll State term contract supplier spend by customer data, E-Procurement, university purchasing data

Measurement

RIS (ORI TBD based on established baseline Cycle:

Quarterly

* Below target utilization may indicate that State
Procurement should increase efforts to understand
the universities' procurement needs, ensure that

Interpretation(s): state term contracts provide strong value, and

verify there is clear communication on the

availability of state term contracts and their
benefits

D ETEN OO I X0 Senior Business
Responsibility: GBIV

* Since universities do not currently use E-Procurement, they would be required to regularly
DETERGEWA  provide their spend against state term contract data to State Procurement

|Bniie 0 CHIl * Significant manual efforts will be required to collect, process, and report spend by entity using
state term contract supplier provided sales data
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High performance. Delivered. Customer

\Y (BRI D VB Gl Utilization of State Term Contracts by LEAs  EIRNISKONEGIT 1AM Customer

Provides an indication of state term contract utilization by LEAs and the degree of value
LEAs find in directing their spend toward state term contracts

Purpose:

(OF1 Q1B Bl Sum of LEA’s spend on state term contracts

[DETRITIIIYVHll State term contract supplier spend by customer data, E-Procurement, LEA purchasing data

Measurement
Cycle:

RIS (C)E TBD based on established baseline Quarterly

* Below target utilization may indicate that State
Procurement should increase efforts to
understand LEAs procurement needs, ensure

I gdYa eI Bll that state term contracts provide strong value,

and verify there is clear communication on the

availability of state term contracts and their
benefits

D ETE N80 I T8l Senior Business
REYJOISLIITAHE Analyst

* Since LEAs do not use E-Procurement for all of their procurements, they would be
required to regularly provide their spend made outside of E-Procurement against state
term contract data to State Procurement

« Significant manual efforts will be required to collect, process, and report spend by entity
using state term contract supplier provided sales data

Data Needs /
Limitations:
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High performance. Delivered. Customer

Utilization of State Term Contracts by Local

Measurement Name:
Governments

RIGNOLEG ) il Customer

Provides an indication of state term contract utilization by local governments and the
degree of value local governments find in directing their spend toward state term contracts

Purpose:

(OF1IWI1ETi () Hll Sum of local governments’ spend on state term contracts

[DEVRINTIIYVHll State term contract supplier spend by customer data, local governments’ purchasing data

Measurement

JEIESIH TBD based on established baseline Cycle:

Quarterly

 Below target utilization may indicate that State
Procurement should increase efforts to
understand local governments’ procurement
IS eI E  needs, ensure that state term contracts provide
strong value, and verify there is clear
communication on the availability of state term
contracts and their benefits

D TR N O0) I (T8l Senior Business
RREJO S IITAHE Analyst

* Since local governments do not currently use E-Procurement, they would be required to
DETEBICWA  regularly provide their spend against state term contract data to State Procurement
|00l Significant manual efforts will be required to collect, process, and report spend by entity
using state term contract supplier provided sales data
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High performance. Delivered. Customer

WY RNV AMVETCHE # of Complaints about Suppliers

NTONOLEG e il Customer

Provides visibility into the number of end-user complaints about suppliers to monitor
supplier performance levels

Purpose:

(OF11a1ETi0) Hll Count of submitted Complaint to Supplier forms

DETRITINIYVHll Complaints to Supplier Forms

Measurement

BT B TBD based on established baseline Quarterly

Cycle:

* Fewer complaint forms about suppliers
I ydYa eI Bll  potentially indicates higher levels of
satisfaction with suppliers

D ETE N OO I T8 iB Senior Business
REYJOISLIITAHE Analyst

* Since the current process to document issues with suppliers in underutilized, State
Procurement will need to develop and implement a more formal quality management
approach to documenting issues with suppliers

* Gathering complaints across the entire procurement function would be manually intensive
until a formal Quality Management System is in place

Data Needs /
Limitations:
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High performance. Delivered. Customer

\Y CEITIRS DAVET Il # of Supplier Protests

BSC Quadrant: E&INy

Provides an indication of the level of quality of the solicitation process

Purpose: ) )
p Potential Tier 2 measurements:

- Protest Outcomes

(OF1[GIIETi) Bl Count of supplier protests that were submitted

) EYEINIve -l State Procurement Protest Data

0-5 Measurement
(current baseline is 31 protests during FY09/10%*) Cycle:

Target(s):

Quarterly

* An above target number of supplier protests
potentially indicates an unacceptable amount of
unplanned resource (e.g., Legal) time has been
diverted to address supplier protests

DTN O (T Senior Business

LRSI e O REY IS LA Analyst

DETERSS CYM + Currently this information is maintained manually, which means gathering this information
Izl for reporting purposes will be manually intensive

*Contingent upon P&C and IT Procurement integration. In FY09/10 P&C had 24 protests while IT Procurement had 7. 63
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High performance. Delivered. Financial

\Y BRSO VBTl Total Identified Strategic Sourcing Savings BSC Quadrant: RB3LENGE

Provides an aggregate view of identified savings through strategic sourcing to quantify the
potential value being delivered by the procurement function

Purpose:

Potential Tier 2 measurements:

- Identified Savings by Category

Sum of identified savings through strategic sourcing activities

CRLEMERTTE | | This metric will only include state agencies and community colleges

Approved save sheets submitted by category managers and sourcing managers in State

Data Source:
Procurement

Measurement

BB TBD based on established baseline Monthly

Cycle:

* Below target strategic sourcing savings
indicates that the procurement function is at DETEN OIS0l Senior Business
risk for not delivering projected strategic Responsibility: GBIV
sourcing savings

Interpretation(s):

* Reporting this data will be difficult until a strategic sourcing methodology and a clear
benefits tracking process are implemented

* The savings validation and approval process should include a finance representative (e.g.,
OSBM)

* Current spend reporting tools lack advanced reporting and ad-hoc capabilities

Data Needs /
Limitations:
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High performance. Delivered. Financial

WY BTN 0D AVET il Total Realized Strategic Sourcing Savings

BSC Quadrant: RB3LENGE

Provides the total realized savings through strategic sourcing to more accurately quantify
the value delivered by the procurement function

Purpose:

Potential Tier 2 measurements:
- Realized Strategic Sourcing Savings by Category
- Realized Strategic Sourcing Savings for State Agencies and Community Colleges

(Actual State Term Contract Spend / (1 - % of Identified Savings from Strategic Sourcing

Calculation: Activities)) — Actual State Term Contract Spend

D ETRINTIIYVHll E-Procurement, approved save sheets, state term contract supplier reported sales data

Measurement

BB TBD based on established baseline Monthly

Cycle:

* Below target realized strategic sourcing
Interpretation(s): savings indicates the State is receiving fewer
benefits from procurement activities

D TR O0) I (T8l Senior Business
RREJO S IITAHE Analyst

 Reporting this data will be difficult until a strategic sourcing methodology and a clear
benefits tracking process are implemented

DETEBVCILEWA » There is not a single system where the State can report on consolidated Purchase Order,

Limitations: Contract, and Payment transactions

* Significant manual efforts will be required to collect, process, and report contract spend
using state term contract supplier provided sales data
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High performance. Delivered. Financial

\Y (RIS OBl Contract Spend as a % of Total Spend NIRRT ) il3 Financial

Provides a summary of contract spend for account codes / categories that are centrally
managed to indicate degree of spend managed by the procurement function

Pur g ) )
urpose Potential Tier 2 measurements:

- State Term Contract Spend by Category
- Agency Contract Spend by Category

(Spend using State Term Contracts + Spend using Agency Specific Term Contract Spend) /
(OF11aIETiG) Hll Total Spend
* This metric is for state agencies and community colleges only

DTN Iyl E-Procurement and NCAS
RIS RE 60% - 80% (G d(Hll Monthly

* A below target percentage indicates there are
opportunities to improve contract utilization to EEIEIEESVIIUI) M Senior Business
lower total costs and improve the protection of RREJO S IITAHE Analyst
the State's interests

Interpretation(s):

* Current spend reporting tools lack advanced reporting and ad-hoc capabilities

* There is not a single system where the State can report on consolidated purchase order,
DETEBVIEWA  contract, and payment transactions

| i=0 00Tl * Accuracy of this metric is dependent on the consistent and correct entry of state term
contract or agency specific term contract numbers on applicable requisitions within E-
Procurement
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High performance. Delivered. Financial

Actual State Term Contract Spend as a % of

leasen e Targeted State Term Contract Spend

BSC Quadrant: Financial

Provides a summary of actual state term contract spend compared to the weighted targeted state
term contract spend to assess the utilization of state term contracts

Purpose:
Potential Tier 2 measurements:
- Actual State Term Contract Spend vs. Targeted State Term Contract Spend by Category

Sum of Actual State Term Contract Spend / Sum of Targeted State Term Contract Spend

Lalmukioe | This is for state agencies and community colleges only

E-Procurement, NCAS, and target spend per state term contract from State Procurement category
managers

Data Source:

JRIE{OH 100% (or greater) Monthly

* A below target percentage indicates potential
reduction of benefits from use of state term
contracts DETEE O[Tl Senior Business

* Percentages over 100% indicate that more state Responsibility: aGEIVSS
term contract benefits have been delivered than
originally targeted / projected

Interpretation(s):

* Current spend reporting tools lack advanced reporting and ad-hoc capabilities

* There is not a single system where the State can report on consolidated purchase order, contract,
and payment transactions

* Accuracy of this metric is dependent on the consistent and correct entry of state term contract
numbers on applicable requisitions within E-Procurement

Data Needs /
Limitations:
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High performance. Delivered. Financial

(Y L e S B -l E-Procurement Fee Revenue

BSC Quadrant: RBILENGE

|11y Wl Provides the revenue generated from E-Procurement fees to support the procurement function

(OB )i Sum of E-Procurement Fee Revenues Received

) BTNyl E-Procurement

Measurement

RIS TBD based on established baseline Monthly

Cycle:

* Above target revenues provide a potential
I gOYa eI Bl  source of funding for Procurement
Transformation initiatives

D ETE N 00 I T8l Senior Business
REYJOISWIITAHE Analyst

Data Needs /
Limitations:

* The E-Procurement fee is an issue with some entities and suppliers
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Delegation of Authority Levels

State Procurement has an opportunity to revisit the delegation of authority levels for
selected entities to determine if higher levels would result in increased efficiencies and
improved service to procurement’s customers without significant loss of oversight.

Delegation of Authority Balance
(Today)

Central

- Tighter control of spend and
adherence to processes

- Improved visibility to aggregating
needs across entities

- More requisitions processed /
approved centrally

Advantages

Entity

- Improved responsiveness to

customers’ needs

- Empowerment to make sourcing

decisions

- Fewer requisitions processed /

approved centrally
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High performance. Delivered. Path to Increased Delegation of Authority

To receive and maintain higher delegation of authority levels as requested, state agency
and community college leadership must demonstrate following leading practices as
designated by State Procurement.

* Champion the Procurement Vision, Mission Statement and Guiding Principles

* Support the attendance of mandatory training specified by the State Procurement of positions that
are involved in the procurement process (e.g., full time procurement professionals, requisitioners,
divisions / program areas roles that help develop specifications, contract administrators)

* Adopt and proactively manage to meet or exceed Procurement Balanced Scorecard metrics tracked
by the Procurement Governance Team

* Adopt and follow the Purchasing Manual that is maintained by State Procurement

* Provide representative(s) to actively participate in relevant sourcing initiatives sponsored by State
Procurement, or agree to fully champion across all divisions / program areas the use of awarded state
term contracts

* Pass compliance reviews performed by State Procurement initially, and then every two to three years

* Utilize procurement job profiles developed by State Procurement and OSP with all full time
procurement professionals

* Not have any major or regularly occurring issues

72



Final

>
accenture Delegation of Authority Levels
High performance. Delivered. Requisition Levels Analysis

By increasing the delegation of authority for selected entities and creating new state term

contracts for targeted categories, the number of requisitions requiring action by State

Procurement could be significantly reduced without major reduction in oversight.
Current Scenario 1

Increase DHHS, DOA, DOC, DENR, DJJ&CP,
DOT, ITS, WRC, Central Piedmont CC, Pitt
CC, and Guilford CC to $100,000

Scenario 2

Increase DHHS, DOA, DOC, DENR, DJJ&CP,
DOT, ITS, WRC, Central Piedmont CC, Pitt
CC, and Guilford CC to $100,000

Changes to Delegation of
Authority Levels

Addition of New State
Term Contracts

Freight and Freight Supplies, Auto Service and
Parts, AV Equipment,

Med/Lab Supplies and Equipment, MRO
Supplies and Equipment, Print

Estimated # of Requisitions 7,711 4,589 3,678
to State Procurement

% of Total Requisitions to 4.0% 2.4% 1.9%

State Procurement

Estimated $ of Requisition $2.044 $1.894 billion $1.773 billion

to State Procurement billion

% of Total Requisition $ to 78% 73% 68%

State Procurement

Observations 40% fewer requisitions with only a 7% 52% fewer requisitions with only a 13%
reduction in $ of requisitions coming to State reduction in $ of requisitions coming to State
Procurement Procurement

Note: Above analysis is for directional purposes only; more detailed analysis would be required to support decisions around organization sizing and impacts from
adjusting delegation of authority levels 73
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High performance. Delivered. Procurement Vision and Guiding Principles

Vision: Create a customer-focused enterprise to achieve increased procurement effectiveness,
efficiency, and compliance resulting in significant financial benefit for taxpayers by reducing the costs
of acquiring goods and service.

Guiding Principles

Procure goods and services at the lowest total cost of ownership by leveraging the State's
Best Value buying power using the most appropriate channels to deliver economic value for North
Carolina taxpayers

Address all stakeholders' business needs and manage their expectations in a timely,

Cus tomer F ocus informative, and responsive manner

Develop, maintain, and execute standardized, repeatable procurement processes and
Delivery Excellence procedures across the procurement function — supported by technology where appropriate —
to achieve targeted business outcomes

CO mp han ce an d Enforce compliance with statutes, administrative codes, executive orders, and policies while
e providing appropriate transparency for stakeholders through monitoring, measuring, and
Accountability reporting activities

Align people, processes, and technology to optimize the procurement function against
defined procurement goals and metrics

Operational Efficiency

Maintain a workforce with the right knowledge and skills to be viewed as a trusted partner
on procurement related issues to achieve targeted business outcomes

Workforce Excellence

Strategically plan procurement activities using a proactive and collaborative approach
to optimize the return on investment for the State of North Carolina

Strategic Planning
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RACI Definition

The RACI matrix is a framework that is used to clearly define roles and responsibilities

for a process.

Responsible

The individual(s) who performs the task, responsible for the
action/implementation

The degree of responsibility is defined by the Accountable
person

“R’s” can be shared

=)

The ‘Doer’

A ccountable

The individual who is ultimately accountable
Has Yes/No power, as well as power of veto
Only one “A” can be assigned to a process step/activity

=)

“The Buck stops
here”

Consulted

The individual(s) to be consulted prior to an action being
taken or a final decision made

Encourages two-way communication
“C’s” can be shared

=>

“In the Loop”

Informed

The individual(s) who need to be informed after an action
has been taken, or a decision is made

“I’s” can be shared

=

¢ GFYI’ 9
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High performance. Delivered. SMART Performance Measurements

Specific, meaning the metrics are specific and targeted to the area being
measured.

Measurable, meaning that accurate and complete data 1s available to be
collected.

Actionable, which means the metrics are easy to understand and
actionable. When performance 1s charted over time it 1s clear which
direction 1s “good” and which direction 1s “bad” so appropriate action
can be taken.

Relevant, simply means measure performance areas that are important.
Measuring everything could produce many irrelevant, unimportant
metrics.

Timely, meaning the data can be reported on in real-time.
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