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Elevating data standards in procurement: Unlocking the potential of Generative Al—a thought exercise for use cases

Modern procurement technologies are constantly enhancing their capabilities by leveraging advancements in Al. From there, applications
of Generative Al continue to be the discussion topic for procurement leaders—and there are many high-impact use cases to pilot next-gen

abilities in supply chain.!

However, according to findings from our 2024 Deloitte global survey of 100 chief procurement officers: “While 92% of CPOs are beginning to
envision the possibilities of this new technology and plan to invest in it, only 37% were piloting or deploying Generative Al in procurement at

the time of the survey. CPOs are still assessing the risk-reward tradeoffs as they begin deploying Generative Al."

One of the biggest obstacles to success, and a major internal barrier to Al in procurement, noted by the surveyed leaders was data quality.

Effective sourcing strategies, supplier relationship management, contract compliance and risk assessment are just some examples of
functions that are heavily dependent on accurate and consistent data, particularly with Al-based predictive modeling and scenario analysis.

Al-based intelligent analytics can provide meaningful inputs for key decisions only if the underlying data is accurate and comprehensive.
Poor-quality data will likely lead to flawed recommendations and suboptimal decision-making in procurement processes from even the most
advanced Al-based capabilities. For example, Al-based scenario modeling to identify risk in supply continuity depends on accurate supplier

data, inventory and categorized spend data.

Data quality is not a new topic; but now is the time to build its foundation to successfully prepare for the advancements of Generative Al to

help enhance end-to-end procurement operations.

Start with effective content management

Procurement operates on a variety of data and generates vast quantities of it—master data such as catalog items, units of measure, supplier
information and transactional data such as contracts, purchase orders and invoices.

It is a persistent challenge to maintain quality, which can lead to missing, duplicate or inconsistent data attributes. These data-quality issues
are typically caused by limited data governance and/or reliance on manual inputs or disparate systems. And the impacts are substantial, from

inaccurate reporting to ineffective decision-making.

Effective content management: get started with data today
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Invest in data quality

This is one area where Generative Al can be transformational, as deep-learning models such as large language models (LLMs) hold the
potential to significantly enhance data quality. In this article we outline about some of the high-impact data enhancements for procurement
that can benefit from Generative Al. But first, let's look at the key aspects of enhancing the data quality.

Data normalization: Generative Al can automate the data cleansing process by identifying and correcting errors in datasets. LLMs can be
trained on procurement-specific terminology and industry data to recognize and standardize inconsistent entries, and to identify and remove
duplicative entries even when exact matches are not present.

Data imputation: Generative Al can address the problem of missing data and generate plausible substitutes for missing values based on
existing patterns. Models like generative adversarial networks (GANs) and transformer-based architectures can be trained on existing data to
learn complex patterns and correlations.

Data augmentation: Generative Al with models like variational autoencoders (VAEs) can augment procurement data by creating synthetic
datasets to enrich data. This is also particularly useful for scenario analysis—for example, simulating the impact of a sudden supplier outage
on costs and timelines, which allow an organization to develop contingency plans.?
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Let's look at some of the key use cases for enhancing procurement data quality through Al-powered data normalization, imputation and
augmentation. These specific scenarios are a thought experiment in how Generative Al abilities can be harnessed to further enhance
procurement data.

Supplier and item master data enhancement: Supplier data is often fragmented and inconsistent, especially when there are multiple
systems in use across different entities or regions. Generative Al can consolidate and enrich supplier profiles by synthesizing supplier data
from multiple sources including external databases. For instance, there are straightforward corrections where generative models can detect
inconsistent supplier names and automatically standardize them by leveraging external data bases; and more complex corrections where
parent-child entities can be identified and linked. Accurate and comprehensive supplier profiles can help make risk assessment models more
beneficial, even for companies leveraging the latest solutions for supplier risk assessment.

Another high-impact data element is catalog items. While many categories can leverage punchouts where suppliers maintain this data,
services catalogs or internally hosted items are still relevant for many purchasing scenarios. The accuracy and consistency of this data is
crucial for effective ordering and downstream processes. If catalogs are missing prices or units of measure, a generative model can predict
the likely values based on historical purchase data, supplier trends and market conditions.
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Intelligent categorization and classification: Spend data classification has been a pain point for many large organizations. Accurate
classification of procurement data is crucial for effective spend analysis and strategic category management. Generative Al models

utilizing natural language processing (NLP) can classify large subsets of master data such as suppliers or item / service descriptions against
appropriate spend categories. This classification is equally if not more relevant to transactional data, such as contracts or purchase orders, to
make meaningful decisions based on spending patterns.

A more fundamental issue for many organizations remains “What is the right category structure for my industry?” Today's Al models can also
more intelligently analyze sourcing patterns and spend data to recommend an effective category structure that is important for procurement
strategies. Generative Al, especially, holds the potential to produce higher quality outputs compared to machine learning-based models
leveraged in the past.

Challenges and considerations: While the applications of Generative Al in enhancing data quality are promising, there are challenges to
consider related to data privacy and large training data requirements, as well as interactions with legacy systems. Robust data governance
policies and investments in robust architectures will be required to leverage these models and continue to enhance enterprise digital
procurement capabilities.

Now is the time to invest in the foundation to be ready to leverage the Generative Al revolution.
Procurement leaders can approach data quality through sophisticated Al tools for data cleansing,
imputation, classification and augmentation. By addressing common data-quality issues and
|\/| | providing more accurate, comprehensive insights, Generative Al can empower procurement teams
OV | n g to make better decisions, reduce risks and drive efficiency. As adoption of these technologies grows,
we can expect a new era of data-driven procurement that delivers strategic value across the supply

f O r-\/\/ a r d chain. Begin your journey by evaluating your current data issues and establishing robust data
governance models-assess solutions in the market leveraging Al powered data management.
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