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We’re living in a hyper-connected and complex 

world that presents both risks and opportunities 

to business. The impact of the Covid-19 pandemic 

is the single biggest challenge faced by supply 

chains in the 21st century and is a stark 

illustration of how interconnected and vulnerable 

these links can be.
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Introduction

We’re living in a hyper-connected and 
complex world that presents both risks 
and opportunities to business. The 

impact of the Covid-19 pandemic is the single 
biggest challenge 
faced by supply 
chains in the 21st 
century and is a 
stark illustration of 
how interconnected 
and vulnerable 
these links can be.

For CPOs, the job 
only gets ever-more 
demanding. Most report pressure to deliver 
value beyond cost savings; yet demonstrating 
the value they deliver to the bottom line 
remains a challenge. They must also mitigate 
risk, boost efficiency and ensure continuity 
of supply. And now many are being called on 
to contribute to the growth, productivity or 
sustainability of their company.

They’re told the future of procurement is 
tech-enabled. But there is typically a shortage 
of suitable skills in their departments and the 
technology that is in place often lacks the 

data, detail and 
accuracy required 
to make it useful.

Current systems 
largely focus on 
managing direct 
expenditure, 
with indirect 
spend generally 
considered too 

difficult to tackle. And while it is complex,  
it warrants procurement’s time and attention. 
Globally, indirect spend is expanding at a  
rate of 7%1 a year. It accounts for more 
than 20% of overall expenditure for most 
organisations, and as much as 30% for some, 
making this untapped potential a chance not 
to be missed. >>

1 McKinsey & Company: Revolutionising Indirect Procurement for the 2020s - https://www.mckinsey.com/business-functions/operations/our-insights/revolutionizing-indirect-procurement-for-the-2020s
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IntroductionIntroduction cont’d

<< Supply chain commentators have been 
pushing for more of a focus in this area for 
some time. In 2017, Spend Matters said it 
was clear the next “profound impact area for 
procurement professionals was in accessing 
hidden and unexploited areas of indirect 
spend”, while Supply Chain Game Changer 
recently argued it was “critical to treat the 
procurement of indirect goods and services 
strategically and methodically”.

The problem is that it hasn’t previously 
been practical or possible to purchase 
from thousands of suppliers of 
everything from stationery to 
cleaning products, wine for the 
office party to a key piece of 
machinery, in one place. That’s no 
longer the case. Not only can it be 
done, there is a way which is fair and 
equitable to both buyers and suppliers. 
A way to make ad hoc and repetitive 
purchases, large and small, with the ability 
to give budget holders diverse choice, while 
retaining control. 

This whitepaper, in partnership with Supply 
Management, explores the gains to be won on 
indirect expenditure, beyond cost savings, and 
how you can go about claiming them.
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Challenges

Why exactly has indirect procurement been 

largely ignored in the past? A combination 

of three key factors have contributed to 

this. Firstly, because it has been deemed non-

strategic, as it typically represents only around a 

fifth of overall spend; next, because it is complex; 

and finally, because the systems, tools and 

skills have not been 

developed to manage  

it strategically.

CPOs have myriad 

demands on their time, 

so they more usually 

dedicate time and 

energy to direct spend. 

This has led to tactical 

and transactional 

indirect expenditure, such as maintenance, repair 

and operations equipment or ad hoc goods, being 

grabbed off pre-agreed frameworks or bought on a 

company credit card. Furthermore, suppliers who 

provide repetitive and special products are not 

usually digitised and procurement professionals 

lack time to manage them, which makes 

maintaining agreements a big challenge.

Simon Roberts, Managing Director of indirect 

procurement platform Mercateo UK, says: “It’s 

perceived to be non-strategic because indirect 

goods related to materials or services are not 

directly consumed in an organisation’s end 

product. Therefore, 

the category value in 

comparison to direct 

spend categories is 

low. Procurement 

traditionally always 

looks through the 

lens of cost savings, 

particularly year-on-

year cost savings. 

This is notoriously 

hard in indirect – due to the breadth of supply and 

lack of data clarity that exists.”

Categories include spend items such as shipping 

and packaging, office and warehouse equipment, 

hotel and catering supplies, cleaning goods, 

computers and much more. >>

Suppliers who provide repetitive 

and special products are not 

usually digitised and procurement

 professionals lack time to manage

them, which makes maintaining 

agreements a big challenge
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Challenges cont’d 

<< The diversity of these items and shortage of data 

make indirect a very complex category to manage, 

with thousands of suppliers contributing to 

overall spend. “In addition,” points out Mike Elliott, 

Supplier Manager at Mercateo UK, “these suppliers 

rarely standardise their catalogues with industry 

taxonomies and require help with data enrichment.”

The issue of technology has also hampered previous 

efforts. Procurement systems and ERPs are 

designed to manage repeatable purchasing 

behaviour or host e-commerce catalogues but not 

every supplier has accessible e-catalogues that 

can be linked with existing systems. Some do not 

have them online at all and digitising all indirect 

suppliers of tactical goods has been cost-

prohibitive to businesses. This has led 

to procurement narrowing choice of 

those items for internal 

customers. But if the 

 

desired product is not offered, budget-holders tend 

to simply buy it elsewhere using a company credit 

card. That spend is then incredibly hard to track, 

reconcile and analyse. It wastes time and prompts 

maverick buying, the very thing procurement 

was trying to avert by agreeing frameworks and 

setting up catalogues in the first place. Increasing 

managed spend will lead to a corresponding 

increase in contract compliance, which will  

result in further savings.

American engineer and management consultant 

Joseph Juran said indirect procurement suffered 

from a lack of attention because it typically 

comprised “the vital few and the trivial many”. 

He meant because while it may only comprise 

around 20% of spend, it generally covers  

80% of your suppliers. Making it  

hard to manage and easy  

to overlook. 
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Why now?

So that’s why it’s not been done – but what has 

changed? There are many problems associated 

with unmanaged indirect spend that have 

become more prevalent in recent years. The key 

challenges are around operational risk, corporate 

social responsibility (CSR) and business continuity. 

Poorly managed risk and 

CSR can ultimately cause 

reputational damage to a 

business, while business 

continuity is connected 

to sustainability since the 

resources that suppliers 

can provide are finite.

Having huge swathes 

of small indirect suppliers also means it’s not 

always been feasible, practical or cost-effective for 

companies to carry out the level of due diligence 

they would like on a supplier before engaging 

them. Yet not doing so has the potential to 

introduce risk. 

One such organisational risk is the exposure to 

cyber-attacks faced by businesses. Many lack the 

infrastructure and security 

measures needed to 

prevent such infiltrations, 

yet cyber-attacks are 

among the top 10 risks to 

trade, in terms of likelihood 

and severity of impact, 

according to research 

published this year by the 

World Economic Forum.2   

“There have been incidents of cyber-attacks on 

large corporations victimised via access through 

their indirect supply chains,” says Roberts. >>

Many companies lack the 

infrastructure and security 

measures to prevent cyber- 

attacks yet they are among 

the top 10 risks to trade

2 The World Economic Forum, ‘Cyber resilience should be a priority for every business’: https://www.weforum.org/agenda/2020/03/cyber-resilience-should-be-a-priority-for-every-business-heres-where-to-start/
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<< CSR is another area of massive potential 

damage. “The lack of visibility in the supply chain 

and beyond tier one suppliers means the risks of 

an organisation participating in bribery, conflict 

materials, slave labour and other nefarious 

activities are more prevalent than that of  

direct spend categories,” adds Roberts.

The combination of thousands of 

suppliers and a lack of oversight 

by the purchasing organisation 

enhances the risk profile 

of any company. The 

reputation of a business 

- its brand equity and 

market position - is all in 

danger if it ends up on the 

front page of the Financial 

Times, as a result of, for 

instance, a breach in  

CSR legislation. 

There’s also the cost of lost 

opportunity. Overlooking 

the potential for innovation 

contained within those 80% 

of suppliers covering 20% of expenditure, could 

mean lost chances for improved productivity, 

sustainability or growth for your business. 

Consultants McKinsey & Company put it this way: 

“There is a new vision for indirect procurement, 

enabled not just by new technologies but 

understanding the value it can generate.” 3

“And the greatest value for any business is being 

able to manage their capital assets sustainably,” 

says Erika Mizun-Moller, CISL-certified Mercateo 

UK Brand and Marketing Director. “After all,” she 

adds, “we are in the business of providing 

manufactured capital, or indirect 

products, which is one of the 

‘Five Capitals’ 4 used by 

organisations to develop 

a framework of what 

sustainability looks like 

for their own operations, 

products and services.”  

The various ways in which 

companies currently 

purchase indirect items – 

catalogues, frameworks, ad 

hoc credit card purchases 

and so on – means businesses 

rarely have the ability to 

see in one place precisely 

how much their total annual 

indirect expenditure is, what it is spent on and who 

with. All this means they lack the means to control 

it, analyse it, improve it, manage potential risks 

associated with it or seize any opportunities it may 

present. But it doesn’t have to be that way.

3 McKinsey & Company: ‘Revolutionizing indirect procurement for the 2020s’: https://www.mckinsey.com/business-functions/operations/our-insights/revolutionizing-indirect-procurement-for-the-2020s

4  Forum for the Future, ‘The Five Capitals’: https://www.forumforthefuture.org/the-five-capitals

Manufactured Capital

Financial Capital

Natural Capital

Social Capital     Human Capital

The Five Capitals model
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Opportunities

Implementing a digitalised approach has been 

shown to reduce purchase-to-pay costs alone 

by up to 42%,5 making this untapped potential a 

chance not to be missed. Equally important, is the 

opportunity to create shared value with suppliers 

to ensure business continuity, resilience and a 

competitive advantage. 

The Mercateo Group has built a platform 

containing hundreds of verified suppliers who are 

treated responsibly and, when desired, helped 

to make their catalogues of indirect products 

available to buyers across the business 

world. A network of diverse suppliers with 

digitised catalogues of products that are 

available in an instant.

Bernd Schönwälder, Executive 

Member of the board at Mercateo, 

says while marketplaces are about 

competition, networks are about 

cooperation and the joint creation of value. 

“Cooperation by its nature has a networked 

structure at its core. We built the Unite  

platform from the ground up as a pureplay 

network infrastructure: A network,

not a marketplace,” he says. 

On the Unite network suppliers and buyers meet 

as equals. “We do not lean to the interests of 

either the buy or sell side. We seek to maximise 

macroeconomic value by neutrally connecting both 

sides to their mutual benefit,” he says. “The Unite 

platform is honed to support and foster diversity 

in a B2B ecosystem that evolves around it.” >>

5 The Leipzig Study: https://www.mercateo.co.uk/corporate/info/mercateo-htwk-study-2017/?ViewName=live_gb~secureMode&PageID=MD-storefront
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Opportunities cont’d

<< The buy side gets access to suppliers already 

on the system, can invite its own to join, or add 

existing framework catalogues to easily compare 

prices and delivery 

conditions; and suppliers 

get access to a growing 

customer base.

Categories cover 

shipping and packaging; 

occupational safety 

products; computers and 

accessories and other 

electronic items; building 

and engineering services; 

stationery, office and warehouse equipment; 

professional tools; industrial items; hotel and 

catering supplies; cleaning goods; and medical, 

therapy or laboratory goods.

Mercateo UK MD, Simon Roberts, says: “The 

platform takes a difficult problem, like aggregating 

thousands of suppliers and millions of products, 

and makes the supplier and their catalogue 

available in a single 

platform or network.  

The technology enhances 

data, standardising it to  

a common taxonomy;  

such as the United  

Nations Standard Products 

and Services Code (UNSPSC) 

with a checkout experience 

that is similar to those 

used by consumers.”

It enables CPOs to empower internal customers  

to do their own buying from a wide selection  

of approved suppliers with an easy-to-use  

system that records and analyses data in a  

way that frees up time and delivers intelligent 

spend information. >>

“The platform enables CPOs 

to empower internal customers

 to do their own buying from 

a wide selection of approved

suppliers with an 

easy-to-use system
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Mercateo marketplace is like a 

giant catalogue that covers the 

tail-end of indirect spend. It is a 

website that contains hundreds of 

verified, transactional suppliers 

for whom due diligence has already 

been conducted, necessitating 

fewer restrictions and reducing maverick spend. 

Internal customers can be empowered to safely 

choose from their selection of ad-hoc products – 

with configurable permission settings – enabling 

procurement professionals to record valuable data 

on expenditure and freeing up time for focus on 

more strategic work.

1

Opportunities cont’d

Unite network is a platform where 

you can search for new suppliers 

and add your own to curate your 

supply chain. It digitises tactical 

suppliers and makes one-to-one 

trading with them, as well as 

strategic suppliers, possible  

on the same user interface where customers 

find the marketplace. Category buyers can 

then have direct contact with suppliers to 

negotiate prices and collaborate on 

innovations that help their business 

<< There are three solutions, which, with bottom-up need and top-down support, can be used 

individually or in tandem to create behavioural change and boost management of, and increase 

opportunities gained from, indirect spend. Larger businesses can use solutions one or two of the below 

and directly link them to their own company interface, using the marketplace to search for products 

and the network to search for suppliers. Finally, for smaller businesses there’s a third offering.

2

Mercateo e-procurement is a free 

web-based procurement platform 

for approval flows for customers 

that don’t want to invest in ERP 

systems. They can connect to 

the marketplace and host the 

catalogues of their own suppliers 

in the same interface, keeping their framework 

agreements intact.

3

with a particular strategic objective – be it 

increased productivity, waste reduction or growth. 

Once a buyer has found a supplier they want to 

work with, they ‘activate’ them to make that 

supplier’s products available on the company’s  

ERP or e-procurement system, or as a bolt-on  

to the marketplace.
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What’s the benefit? 

The benefit for procurement is access to a 

vast range of suppliers, including start-ups, 

they can collaborate with and integrate into 

their ERP or procurement system with one click. 

The platform standardises data from every 

supplier – so procurement gets visibility and 

governance over their indirect supply chain.

“Once an organisation has visibility of this 

area of spend then they are able to effectively 

mitigate the risks posed by unmanaged 

supply chains,” says Mercateo UK Sales  

Director Richard Scourfield. “In addition, the 

enhanced visibility of products, suppliers and 

commodities can help direct their category 

management strategy and find innovative  

sourcing opportunities.”

The system enables full integration connecting 

catalogue content, electronic order pass and 

e-invoicing. “This reduces the cost of digitising 

the supply chain, unleashing all of the benefits 

which were envisaged when investing in an 

e-procurement system,” says Roberts.

And both the marketplace and Unite are served 

by a single creditor, which means data is 

delivered in a consistent format. Procurement 

can then leverage this information in a number 

of ways, such as through the use of artificial 

intelligence (AI) or robotic process automation 

(RPA) to make improvements.

Unite enables buyers to clearly manage their 

suppliers and establish standardised digital 

purchasing processes without sacrificing diversity. 

With digital supplier networks at their fingertips, 

multi-national companies are able to support

local procurement in line with the more 

challenging hybrid procurement strategies, 

help hit social, environmental and economic 

targets. The choice enables businesses to build 

resilience and supply chain diversity while 

achieving customer satisfaction. >>
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<< Users can access a growing range of products 

from their own purchasing interface without any 

need to switch from their system to a supplier’s. 

They can also expand this range with their own 

suppliers and combine indirect procurement on  

a single platform using a single creditor. 

And as more catalogues are added by customers, 

suppliers – or directly with the help of supplier 

managers from the Mercateo Group digitising the 

catalogues of smaller providers – so choice and 

value of the network grows.

Procurement can also use the Unite network to 

identify and foster relationships with suppliers 

that they deem as having the potential to 

support innovation and who fit with a company’s 

transformation strategy. Instant, one-to-one 

connections with more tactical vendors 

have never been possible before, 

because marketplaces 

anonymise vendors. 

This is a game-changing offering of Unite. It 

enables businesses to close the digital gap and 

cover the full spectrum of their indirect spend, 

making each relationship with each supplier visible 

and on a one-to-one basis.

For suppliers it means no longer having to upload 

their catalogues to multiple vendor portals that 

favour the customers. Unite provides a central 

access point to e-procurement systems and 

an ever-growing customer network, without 

multiple or additional outlay. This makes it fairer 

for suppliers. A level-playing field of competition 

with a neutral algorithm that doesn’t favour 

any one supplier and means more access and 

opportunity for business. It builds an ecosystem 

with exponential opportunities to grow. They only 

upload their catalogue to the Unite network 

once and can make it available to as many 

customers as they want with one-

to-one commercial trading/

pricing they agree on. 

What’s the benefit? cont’d
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<< The company’s aim is ambitious, says Schönwälder. 

“We elevate indirect procurement through our 

solutions for B2B buyers and suppliers in a cascade of 

stages: first, by offloading inefficient processes around 

the P2P cycle onto one platform. Second, by finding 

and connecting relevant new partners, and third, by 

intensifying one-to-one collaboration. All the while, 

improving resilience and flexibility.”

 

It has been said that when it comes 

to changing your approach to indirect 

spend, evolution is not enough.6

It is now not only possible but incumbent 

on procurement leaders to overhaul their 

supplier relationship management within 

indirect categories to manage this spend and 

ensure both risks and opportunities are covered.

To create competitive advantage, organisations need 

to look at indirect spend through a new lens – one of 

opportunity and value creation beyond cost savings. 

This has been neither possible nor cost-effective in 

the past, but now there is a marketplace and supplier 

network that together can be the catalyst for that  

new vision.

To create competitive 

advantage, organisations 

need to look at indirect spend 

through a new lens

What’s the benefit? cont’d

6  McKinsey & Company: ‘Revolutionizing indirect procurement for the 2020s’: https://www.mckinsey.com/business-functions/operations/our-insights/revolutionizing-indirect-procurement-for-the-2020s
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About Mercateo

Mercateo is Europe’s leading procurement platform; interacting with hundreds of 

suppliers, thousands of manufacturers and over a million business customers. As a supplier 

you can use Mercateo as a pioneering distribution channel, where you can translate your 

straightforward performance into sales growth. As a purchaser you can achieve enormous 

saving potential in your procurement of business and technical requirements.

To find out how Mercateo can help your business, 

 please visit: unite.eu

http://unite.eu/en_GB

