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Key messages

e Georgia should transform state procurement to deliver greater value to users
and taxpayers

— At least $100-200 million in savings; $25 million achievable after first year of work
— Real demonstration of making Georgia one of best managed states
— Other states and many leading companies have successfully tapped this opportunity

e Achieving this goal will require major change and an aggressive mindset by
State leadership

— Address all major spend areas across major agencies and Board of Regents
— Take on tough issues — almost 50% of expected savings in health benefits
— Redefine procurement role, governance and organization

— Upgrade procurement skills and instill performance-minded culture

— Streamline core processes and address technology deficiencies

e The task force has developed specific recommendations and a set of "90-day
actions” to launch this initiative

— Single most important step: appoint a strong leader (2- to 3-year commitment)
— Will require external help and $10+ million investment

e Georgia’s $6.3 billion Medicaid expenditures present additional opportunity
that should be tackled separately
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Georgia can save at least $100-200 million on $5.4
billion in spend

55.4 billion $10_(|)|_'200 Representative subcategories
: million
IT/Telecom 03 |
Professional 0'3 15-25 e IT contractors e Phone service
services ' N
Commodity 0.7 | 7-10 e Attorney fees e Corrections management
and other \ . Services
‘ 18-30
Capital e Real estate rental e Office supplies
1.2 | T

construction

15-45 e Road construction e Architectural/engineering

e State employee/
Health Regents health

benefits 2.9 45-90 benefits
and services

Procurable Total
spend category
savings
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Georgia compares favorably to other states, but is
deficient on key dimensions compared to world-class

Summary of Major Issues

Overall mission, °

strategy and J
policy .

Organizational
roles, structure
and skills

Process
effectiveness and
efficiency

)
)
performance > :
)

management

Technology
infrastructure
and tools
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Mission focused on compliance, not cost reduction
Procurement authority based on spend thresholds not natural owners
Procurement code interpretation too skewed toward suppliers

Central procurement (DOAS) limited effectiveness
Redundant, fractured procurement functions
Skill / training gaps for strategic sourcing

Sourcing, order-to-payment processes slow and cumbersome
Negotiations lack fact base and teeth
Contract management spotty

Few metrics, little performance data
Limited accountability for suppliers and procurement team

Fragmented and antiquated systems
Poor data collection and management practices
Insufficient use of technology-enabled procurement tools




Recommendation: establish a center-leading
procurement authority with a strong mandate

Vision
e |eads Total-Cost-of-Ownership (TCO) reduction for State

e Defines procurement roles / responsibilities across stakeholders according
to category characteristics, rather than spending thresholds

e Sought-after entity for high potential talent and career advancement

Discussion/rationale

Redefine and restructure current organization
Assign spend roles / responsibilities to natural owners

Establish single point of contact for procurement

Focus agencies on core missions
Proven, best practice model, adopted from private sector
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Natural owners model to assign procurement rights

A
“CRITICAL"” “STRATEGIC”

High

“COMMODITY"” “LEVERAGE"

Category complexity and criticality

Low

Low High

Value from aggregation (leverage)
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Natural owners model to assign procurement rights

A

N
% “CRITICAL"” “STRATEGIC”
Complex purchases Larger, complex

E bought by one agency; purchases where
T specialty knowledge value is created by
- important cross-agency
= coordination
o
o
c
©
2 “COMMODITY"” “LEVERAGE"
%
9
o
§ Smaller, simpler, Simpler purchases that
N agency-specific most agencies use;
- purchases where goal aggregation drives
S is lower cost and easy value
9 purchase
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-

Low High

Value from aggregation (leverage)
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Natural owners model to assign procurement rights

A

=
% “CRITICAL” “STRATEGIC”
e Agencies identify needs |« CPA leads cross-agency
and set specifications team to standardize
o CPA drives sourcing needs and develop
strategy, negotiations, strategy
and performance e CPA drives remainder of
management process
“COMMODITY” “LEVERAGE"

e Agencies procure using | ¢ CPA leads and drives

standardized, low-cost entire process in
process coordination with user
e CPA monitors and agencies

supports as needed

Category complexity and criticality

Low

Low High

Value from aggregation (leverage)
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Center-leading procurement organization

Governor
I

CFO or COO
Talented, I
experienced [ 1
procurement Central
leadership team Procurement Agency Directors

Authority Director
1

— " [Authority Pirector | . .

. Agency
Authority

. . Procurement
Operations Officer Leaders

Service-focused

Portfolio Managers 5-7 category- support staff

focused teams
responsible for
sourcing

specific — |egal
Sourcing Managers categories and
and Buyers ~_ interacting with

agencies and — Professional development
vendors

— Fiscal

\

— Knowledge/systems

— Contract compliance

— Customer Care Center

— Qutreach programs
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Recommendation: significantly strengthen
capabilities and performance culture

e Embed 5-step best practice sourcing

Faster, easier,
process cheaper
Processes e Establish contract and category purchasing
management

e Further automate order-to-payment

e Recruit 20-30 senior and mid-level _ ;
Skills sourcing experts W"’;avlveanrt or
e Revamp training
e Clean/collect spend data now e
. i . . apture
Technology oPllo_t e-sourcing tools to build automation and
excitement :
_ control benefits
e Define e-procurement strategy
e Establish balanced scorecard _
Performance e Build performance-based Raise standards
management culture and sustain
change
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Recommendation: launch transformational initiative
to redefine role, save money and build capability

Horizon 3
18+ months
Horizon 2
6-18 months
Horizon 1 /

6-9 months -
Goal 2

~$25 million ~$50 million ~$100 million

)
)

Restructure, hire
and train

Evangelize and
legislate

Savings-focused : : High-impact, but .

sourcing waves Quick wins > harder > Remaining
Capability- Redefine & redesign Roll out and make Broaden scope and
building efforts processes/systems changes embed
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Recommendation: take action over next 90 days to
capitalize on momentum built through this effort
e Define overall priority and implementation organization
e Secure investment funding
o Identify/hire transformation leader
e Prepare/issue executive order laying out overall aspiration,
organizational model, interim authority levels, roles,
responsibilities, and new leadership
e Draft and issue RFP for external help to support transformation

e Develop communications strategy and begin to execute

o Identify required legislative changes
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