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The Changing Face of High Tech Manufacturing
Transforming Business Outcomes Through Intelligent 
Enterprise Technology and Digital Networks
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For high tech organizations still relying on the 
old ways of managing direct materials such as 
electronic data interchange (EDI), homegrown 
portals, e-mails, and phone calls, the imperative 
to change has never been greater. These 
methods have become obsolete in today’s digital 
economy – especially in the high tech industry, 
which is being transformed by three major 
industry trends:

• Need	for	rapid	innovation
• Increased competition
• Growing	importance	of	supply	chain

optimization

As shifting market conditions and 
supply chain disruptions create new 
challenges globally, organizations must 
become more flexible and nimble. 
How can your high tech organization 
adapt to satisfy changing customer 
needs while maximizing business 
resilience? High tech innovators are 
turning to intelligent technology and 
digital supplier networks to collaborate 
more effectively with suppliers, reduce 
risk, and change the nature of direct 
spend management – to gain the 
efficiency and cost savings needed to 
compete in today’s marketplace. 

© 2021 SAP SE or an SAP affiliate company. All rights reserved.
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Innovation Is Moving at 
Breakneck Speed

Rapidly diversifying consumer demand and constantly 
evolving technology make fast innovation essential to 
success for high tech companies. Even during times of 
economic uncertainty, consumers want products with 
the latest innovations tailored to their needs, and they want 
them now. These trends are leading to greater 
customization and even “orders of one,” whereby 
companies manufacture customized products for 
individual customers. At the same time, the incredible 
pace of innovation in technologies, combined with major 
advancements in areas such as chip size and storage 
efficiency, means that companies can’t afford to let up on 
the gas with new product development.

These trends lead to short product lifecycles and the need 
for speed – both in innovation and when bringing new 
products to volume production. The challenge lies in 
attaining this speed across your extended supply chain.

Digital technology leaders have 
realized 2x faster revenue growth 
than laggards, and strong digital 
foundations are helping leaders 
perform better through the crisis.1

COMPETITION IS EVOLVING AND GROWING
We’re also seeing fundamental shifts in market landscapes, 
together with technology convergence, that are giving rise 
to new classes of competitors. For example, years ago, 
Microsoft was primarily an enterprise software provider. 
Now it is a leading manufacturer of popular consumer 
devices such as Xbox and Surface Pro. Likewise, Google got 
its start primarily as an Internet search engine provider –
and today, it’s a key manufacturer of consumer devices. 
In these cases, established companies evolved into serious 
new competitors in existing markets; in other instances, 
innovative upstarts have emerged and shifted entire markets.

1. Julie Sweet, “Accenture’s	CEO:	5	Rules	for	Rethinking	Digital
Transformation During COVID-19,” Fortune.com, June 26, 2020.

© 2021 SAP SE or an SAP affiliate company. All rights reserved.
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Regardless of how new competitors arise, 
your business must respond with aggressive 
management of product costs throughout the 
source-to-pay process, especially for direct 
spend. That involves both new product develop-
ment, when design engineers make critical 
component sourcing decisions, and ongoing 
operations later in the process – for example, 
through engineering changes or market-driven 
requirements to optimize direct materials spend. 
Meeting this goal can help you keep products 
competitive and maximize profitability to 
enhance shareholder value. 

SUCCESS INCREASINGLY DEPENDS ON GLOBAL 
SUPPLY CHAIN RESPONSIVENESS AND AGILITY 
And finally, we’re seeing changes in the structure 
and strategic role of supply chains. From a 
structural standpoint, companies in the high tech 
industry, perhaps earlier than others, recognized 
the importance of shedding nonessential aspects 
of their businesses. The very definition of original 
equipment manufacturer (OEM) has evolved 
significantly, as computer manufacturers 
divested semiconductor, storage, peripherals, 
and other divisions in manufacturing operations.

“In today’s fast-paced, highly analytical supply  
chain, the use of networks to facilitate commerce and 
collaboration can mean the difference between 
meeting	supply	chain	performance	goals            
and not meeting them.”2

Equally important, the increasingly extended 
nature of global supply networks has made 
working with internal and external partners 
truly critical to success. Market leaders excel 
at partnering with these organizations globally. 
Sophisticated management of distributed supply 
chains is a must, as is an understanding among 
network participants that they are competing 
collectively – that is, the recognition that they 
all rise or fall together.

And as the current crisis makes abundantly 
clear, these extended networks must continue 
to evolve by becoming more responsive and 
agile while enabling informed decisions in real 
time. This requires shared use of innovative 
technologies that provide vital business data 
across supply chain networks, support real-time 
analysis, and facilitate better and faster 
collaboration, negotiations, and more.

2. Simon Ellis and Mickey North Rizza, “Industry	Brief:	Achieving	Competitive	Advantage	with	Trading
 Partner Collaboration in a Global, Dynamic Supply Chain,” IDC, October 2019.

© 2021 SAP SE or an SAP affiliate company. All rights reserved.
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The Vision: Digitalizing the
Complete Source-to-Pay 
Process
To transform from disconnected to digital and help your 
business thrive during uncertainty, you need to connect 
source-to-pay processes and evolve to a supply chain that 
senses and responds to demand changes, availability of 
supply, and other events. In other words, you need to 
make your supply chain intelligent.

What does this mean? Let’s take a closer look.

END-TO-END VISIBILITY AND AGILITY THROUGH SUPPLY 
CHAIN DIGITALIZATION
To speed up time to market, your source-to-pay processes 
must be integrated internally and externally. For example, 
you need:
• Integrated product lifecycle management (PLM) and

sourcing processes to ensure that 100% of your bills of
materials (BOMs) are sourced – even complex, multilevel
BOMs with multiple subassemblies

• Collaboration with suppliers on a single, shared system
for fast identification of potential issues

• Rapid communication of engineering change orders to
the right people and partners

This integration must also enable real-time visibility into 
and across your supply chain, and industry leaders are 
recognizing the value this imparts. For example, 85% of 
manufacturers surveyed by IDC noted that visibility was a 
top priority for their supply chains.3 Supply chain agility 
carries equal weight in determining positive outcomes, 
since enhanced visibility into constantly changing con-
ditions and signals is meaningless if you can’t also 
respond rapidly to the intelligence you receive. Digitalized 
collaboration tools and multienterprise networks can 
play a vital role in helping you meet this goal, which in turn 
strengthens your adaptability and resilience when market 
challenges arise.

85%

3.–4. Simon Ellis and Mickey North Rizza, “Industry	Brief:	Achieving	Competitive 
Advantage with Trading Partner Collaboration in a Global, Dynamic 
Supply Chain,” IDC, October 2019.

of manufacturers 
surveyed by IDC say 
visibility is a top priority 
for their supply chain.4

© 2021 SAP SE or an SAP affiliate company. All rights reserved.
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the best business award decisions. Enabling 
solutions should help you:

 • Import terms from your sourcing processes 
into execution systems to avoid contract 
leakage

 • Empower your sourcing teams with better 
visibility of finished goods forecasts to lower 
materials costs

 • Accurately track the history of product costs
 • Provide the intelligence needed to set feasible 
price targets for renegotiations and drive down 
manual research and maintenance costs, 
effectively eliminating the guesswork 
associated with setting prices 

 • Lower costs by optimizing annual direct-spend-
reduction initiatives and making more-informed 
decisions locally and globally 

 • Empower commodity managers to negotiate 
more frequently and effectively 

 • Scale sourcing efforts across all regions and 
lines of business 

 • View multiple supplier allocation scenarios 
quickly and easily to optimize business award 
decisions

FINAL PRODUCT COST PREDICTION AND 
REDUCTION
Regardless of economic conditions, sourcing and 
supply base executives face escalating pressure 
to meet quarterly or annual savings targets while 
maintaining quality and on-time delivery perfor-
mance. To this end, sourcing teams spend a great 
deal of effort negotiating the best terms, often 
with little visibility of planned production volumes. 
Complicating matters further, the massive 
number of parts and suppliers in discrete manu-
facturing industries – combined with constantly 
changing commodity prices, manual processes, 
and lack of advanced analytics – makes it difficult 
to achieve savings goals. In addition, many 
organizations still manually gather and analyze 
information and use spreadsheets to manage 
and track price negotiations, further impeding 
the likelihood of success.

What’s needed is a way to connect sourcing to 
execution processes so your sourcing teams 
have the unified data and timely intelligence 
required to set price targets, prepare for 
negotiations, secure the best terms, and make 

IDC survey respondents named “better supply 
chain cost management” their number-one 
priority among top business challenges, and 
effective supplier collaboration helps identify 
and eradicate areas of waste.5

5. Simon Ellis and Mickey North Rizza, “Industry	Brief:	Achieving	Competitive	Advantage	with	Trading  
  Partner Collaboration in a Global, Dynamic Supply Chain,” IDC, October 2019.

© 2021 SAP SE or an SAP affiliate company. All rights reserved.
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The ability to engage suppliers as innovators 
represents another valuable lever you can use to 
drive competitive advantage. Rather than limiting 
the source of innovation to manufacturers and 
brand owners alone, leaders in a growing number 
of industries are capturing and implementing 
cutting-edge supplier ideas to improve outcomes 
across plan-to-deliver processes. Within high 
tech, for example, component manufacturers 
rather than end-product companies are 
responsible for a large part of capability 
innovation. Success in making this happen 
depends on finding faster, more efficient and 
effective ways to collaborate with these suppliers 
and meet intelligent supply chain timelines.6

Achieving these goals often proves difficult, 
however. As businesses have strategically 
outsourced manufacturing, packaging, logistics, 
and other activities to external partners for 
whom these are core competencies, many have 
also struggled to centrally and holistically 
manage their growing, multienterprise supply 
chain networks. The resulting lack of visibility and 
control is a serious problem, especially when high 
tech manufacturers face tight production and 
delivery deadlines. IDC supply chain research 
summarizes the biggest supplier collaboration 
challenges (see Figure 1).

COLLABORATION WITH SUPPLIERS ON PLAN-
TO-DELIVER PROCESSES
As supply chains become increasingly central to 
realizing business aspirations – and meeting end 
customers’ demands in the modern, digital 
economy – stronger, more effective supplier 
collaboration plays a greater role in competitive 
success than ever before. Consider, for example, 
that to meet production deadlines and deliver 
goods on time, you need to know exactly where 
all inventory is in your supply chain, regardless 
of whether it’s in production, in transit, or in a 
supplier-managed inventory hub. You also need 
supplier risk and qualification tools that protect 
against supply disruption and damage to your 
brand reputation (for example, due to supplier 
quality, ethical and sustainability concerns, or 
noncompliance issues). This requires:

 • Seamless collaboration with tier 1 and multiple 
lower tiers of trading partners across the supply 
network, which starts with complete supplier 
onboarding and support

 • Network intelligence for proactive alerts 
regarding any supply chain issues

 • Comprehensive supplier qualification and 
management to mitigate risk in supply – a 
capability especially key in the high tech 
industry, where environmental regulations     
can mean that a single noncompliant part 
negatively impacts your revenue and brand

Figure 1: Where Companies Report Needing Better Supply Chain Collaboration7

6. Simon Ellis and Mickey North Rizza, “Industry	Brief:	Direct	Spend	Management	in	the	Intelligent	Digital	Supply	Chain,” IDC, October 2019.
 7.  Simon Ellis and Mickey North Rizza, “Industry	Brief:	Achieving	Competitive	Advantage	with	Trading	Partner	Collaboration	in	a	Global,   
 Dynamic Supply Chain,” IDC, October 2019.

Within the supply chain (that is, 
between planning and execution)

9%

Within our business (that is, 
between supply chain and 

marketing or sales)
19.7%

With external logistics providers
14.7%

Upstream with suppliers (that is, 
buy-side business-to-business 
collaboration)
30.7%

Other
0%

Downstream with customers 
(that is, sell-side business-to-
business collaboration)
 25.9%
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REALIZATION OF AN INTELLIGENT SUPPLY 
NETWORK
Finally, you need to transform your supply 
chains into responsive networks using innovative 
technologies supporting real-time insights, 
analysis, and collaboration and faster, more 
effective supplier negotiations. As IDC points out, 
“Point-to-point relationships remain important 
in the direct spend space, but the transactional 
elements are better conducted via true [multi-
enterprise] networks.”8 Advanced technologies 
can help you intelligently source products and 
services; source continuously – in real time – 
using data in complex, multilevel BOMs; as 
well as understand pricing trends and optimize 
pricing and sourcing strategies.

With an intelligent supply network, you can also 
bring intelligence to procurement and collabora-
tive supply planning. This allows your business to 
plan, schedule, route, and share information with 
suppliers in real time so they can understand 
purchase requirements and respond with speed 
and agility to meet business needs.

All of this requires deployment of new, digital 
technologies that help you evolve your direct 
spend management processes with:

 • Industry-specific, global automation of           
day-to-day business processes

 • Intelligent applications that support better 
interactions with employees, suppliers, and 
partners

“As the global economy rapidly digitalizes, an 
estimated 70% of new value created over the 
next decade will be based on digitally enabled 
platform business models.”10

8.–9. Simon Ellis and Mickey North Rizza, “Industry	Brief:	The	Digital	Future	of	Direct	Spend	Management	and	Supply	Chain	Collaboration,”   
         IDC, October 2019. 
10.   “Digital	Economy	and	New	Value	Creation	Briefing,” World Economic Forum, August 2020.

Figure 2 illustrates the degree to which supply 
chain professionals think various technologies 
will be important.

Figure	2:	Importance	of	New	Digital	Technologies	
in Enabling Direct Spend Management9
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How SAP® Ariba® Solutions Can Help

SAP® Ariba® solutions for direct spend integrate 
with your PLM, ERP, and supply chain optimiza-
tion systems, connecting the people, partners, 
processes, and information needed to manage  
all source-to-pay activities in a simple, smart,  
and open way.

This delivers significant benefits for both you and 
your suppliers while boosting your bottom line. 
According to SAP Performance Benchmarking, 
positive outcomes include 

The table below gives an overview of these 
processes.

12%
Improvement	in	inventory	turns	from	
intelligent enterprise and supply chain 
transformation

23%
Lower revenue loss due to stock-outs 

5.7
Higher on-time delivery rate 

15%
Faster	time	to	market	for	new	products	

Process Description

Product	sourcing Import bills of materials (BOMs) directly from your PLM system, 
and source multilevel BOMs. Advanced capabilities, such as 
product costing, alternative parts specification, and split 
allocations across multiple suppliers, enable sourcing teams to 
maximize product cost savings. 

Supplier categorization and 
segmentation

Use comprehensive tools to onboard, qualify, segment, and 
manage supplier performance. You can also use a unified vendor 
data model in the cloud, which suppliers can keep up to date to 
help ensure record accuracy. Supplier lifecycle management is 
integrated with sourcing so you can control whom to invite to bid 
and drive spend to preferred suppliers.

End-to-end process 
management

Integrate your sourcing and contracting processes with 
manufacturing execution through your ERP system to help ensure 
that terms negotiated during the sourcing process are fully 
executed. This can be done in an automated, fast, and efficient way.

Integration with ERP and 
advanced supply chain 
optimization tools

Our solutions provide integration with back-end systems so that 
forecasts flow from your ERP system or the supply chain 
optimization tools to SAP Ariba solutions, and sourcing awards 
flow to your ERP system. Execution documents such as orders, 
schedule agreements, and inventory pulls also flow smoothly 
between systems. Choose from a portfolio of integration options 
and more than 220 preconfigured processes to accelerate digital 
supply chain transformation.

© 2021 SAP SE or an SAP affiliate company. All rights reserved.
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Supplier risk management SAP Ariba solutions provide up-front risk information so you can 
make smarter, safer decisions before you purchase. Risk due 
diligence becomes a natural part of the procurement process, 
which prevents supply chain disruptions and helps you avoid 
damage to your revenue or reputation. It’s easy to tailor risk views 
and alerts to your business, supplier relationships, and roles, as 
well as segment suppliers based on your risk exposure. With a 
complete view of each supplier, you can make more timely, 
contextual, and accurate business decisions — and improve 
collaboration with your trading partners.

Supply base optimization SAP solutions for supply base optimization provide the decision 
support you need to efficiently meet goals for direct spend 
savings, bringing together key information from across systems to 
generate timely intelligence needed to set price targets, prepare 
for negotiations, and make the best business award decisions. 
Advanced predictive analytics, optimization, and simulation 
functions equip you to negotiate effectively to meet local and 
global savings targets and make intelligent business award 
decisions. 

Forecast collaboration SAP Ariba solutions support planning collaboration that extends 
demand forecasts from your ERP or supply chain optimization 
systems to your suppliers, who respond with a commitment of 
what they can actually supply. This improves the quality of 
forecasts and your production plans.

Order collaboration Gain real-time status of order confirmations and supply availability 
while giving suppliers greater transparency into longer-term and 
near-term demand.

Contract	manufacturing	
collaboration

You can collaborate with contract manufacturers (CMs), use 
subcontracting purchase orders to tell a CM about the product 
ordered and the components needed to assemble it, and share 
component consumption data. You can also track the component 
inventory transferred to a CM and receive information on inventory 
as it is used.

Multitier supply chain 
collaboration

Manage the complexities of multitier supply chains by connecting 
and collaborating with all suppliers – including tier 2 and beyond. 
Tier 2+ suppliers can receive key demand signals and view, as 
needed, responses from a tier 1 supplier.

© 2021 SAP SE or an SAP affiliate company. All rights reserved.
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Supplier-managed inventory Support collaboration around the end-to-end, supplier-managed 
inventory process with push-based replenishment based on 
minimum and maximum inventory policies. Obtain minimum and 
maximum alerts and planned shipment calculations, helping 
optimize inventory levels while improving order fill rates and 
ensuring supplier compliance with inventory rules.

Supplier onboarding Use flexible, on-demand tools and technology to segment and 
onboard thousands of global suppliers and connect supplier 
systems and processes to yours. Onboarding experts are ready 
24x7 to help you plan, prioritize, and execute, if needed. Self-
service functionality automates enablement for any supplier, and 
open, standards-based electronic communication and support for 
20 languages eases adoption. 

Intelligence and 
collaboration dashboards

Newly enhanced collaboration tools provide intelligence that 
wasn’t possible in the days of EDI. Get real-time status 
information, measure trading partner performance, and prevent 
potential supply chain disruptions using proactive exception alerts 
that flag potential issues.

© 2021 SAP SE or an SAP affiliate company. All rights reserved.
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The Benefits of Digitalizing 
Supply Chains for Direct 
Procurement

When you adopt SAP Ariba solutions for direct spend, you 
unlock a whole new world of benefits for your business. For 
example, you can:
• Achieve	faster	time	to	market	and	time	to	volume:

Adopting these direct spend solutions helps you innovate
rapidly by tying research and development and product-
design processes to sourcing and procurement processes.
This integration speeds up time to market.

• Source	all	materials	and	services	for	multilevel	BOMs
on	a	single	comprehensive	platform: By centralizing
all sourcing activities on one platform, you can source
what’s needed quickly and more accurately while
avoiding hiccups as you move toward volume production.
Collaborating effectively with suppliers also drives up
assurance of supply, allowing you to identify and address
any potential shortages in supply before they happen.

• Aggressively manage product costs: SAP Ariba solutions
for direct spend help you minimize contract leakage and
ensure negotiated savings are realized, as they link your
sourcing and execution processes together on a single
platform. This helps ensure that terms agreed upon during
strategic sourcing processes are enforced through your
execution systems. As a result, all your orders can reflect
the contracts and agreements that have been made
with suppliers. These solutions also tie your supplier
qualification and sourcing processes together, helping
you avoid supply chain disruption and noncompliance
by making it easier to select qualified suppliers.

• Manage your extended supply chains by collaborating
with	multiple	tiers	of	suppliers	to	gain	complete
visibility	of	supply: This enables you to gain awareness
of potential supply shortages before they occur, reduce
inventory levels, increase fill rates, and minimize supply
chain risks. And with SAP Ariba solutions for direct spend,
all of this can happen with minimal manual data entry and
rekeying.

12%
reduction of days in 
inventory with dynamic, 
frequently updated 
forecasts.11

Enterprises can realize a 

11. SAP Performance Benchmarking.

© 2021 SAP SE or an SAP affiliate company. All rights reserved.
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Proving the Value: Customer Successes

A leader in network and enterprise security 
was achieving nearly unsustainable 50% growth 
rates. Management wanted to scale parts 
sourcing to keep pace with its revenue growth 
and drive spend reduction across the company’s 
parts portfolio – all while assessing supply 
quality, risk, and availability to ensure a high-
performing supply chain. With numerous 
combinations of parts, manufacturers,            
and suppliers, the company turned to the         
SAP Supply Base Optimization solution to 
manage and optimize its process for recurring 
supplier negotiations. This solution brings 
together the company’s vast amount of data for 
analysis, providing optimization-based recom-
mendations; focused, iterative negotiation 
support; and simulations that help commodity 
managers make final business award decisions. 
Automation and real-time visibility empower 
commodity managers to work more efficiently, 
scale operations with ease, and meet senior 
management’s sourcing objectives with 
confidence. And all users can instantly generate 
reports complete with built-in analytics for 
projected spend, savings, and more. 

Many companies in the high tech industry are 
already adopting SAP Ariba solutions for direct 
spend and realizing impressive results. Consider 
the following real-world customer examples.

A global consumer electronics company 
produces and ships hundreds of millions of 
products per year and manages hundreds of 
suppliers, including contract manufacturing 
organizations and multitiered suppliers. It 
adopted the SAP Integrated Business Planning  
for Supply Chain solution and SAP Ariba 
solutions for direct spend as a comprehensive 
approach that ties its sourcing, planning, and 
execution processes together to drive up 
assurance of supply. As a result, the company 
gained visibility of the supply chain, enabling this 
OEM to see whether its suppliers have received 
orders from its contract manufacturer and what 
quantity the suppliers have confirmed in those 
orders. SAP Ariba solutions are helping the 
company evolve from an allocation-driven to a 
responsive, demand-driven supply chain, as well as 
benefit from reducing supplier onboarding time 
from months to weeks and eliminating working 
capital requirements by hundreds of millions of 
dollars.

One SAP Ariba solution customer in the high 
tech industry eliminated US$300 million 
in working capital by dynamically matching 
demand and supply.

© 2021 SAP SE or an SAP affiliate company. All rights reserved.
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Next Steps

The ability to successfully 
navigate turbulent times – and 
gain the nimbleness, agility, and 
control essential to compete in 
today’s highly volatile economy – 
depends on a strong digital 
foundation. And an intelligent, 
network-centric approach to direct 
spend supply chain optimization 
lays the foundation for you to 
achieve it. “IDC expects that by 
the end of 2020, half of the large 
manufacturers will have begun 
shifting their supply chain 
applications from enterprise 
centric to network centric, 
driving productivity gains of 
2 percentage points.”12

Don’t get left behind. Learn more 
about SAP Ariba solutions for 
direct spend online.

12. Simon Ellis and Mickey North Rizza, “Industry	Brief:	Achieving	Competitive	Advantage	with	Trading	Partner	Collaboration	in	a
Global, Dynamic Supply Chain,” IDC, October 2019.
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additional warranty. 

In particular, SAP SE or its affiliated companies have no obligation to 
pursue any course of business outlined in this document or any related 
presentation, or to develop or release any functionality mentioned therein. 
This document, or any related presentation, and SAP SE’s or its affiliated 
companies’ strategy and possible future developments, products, and/or 
platforms, directions, and functionality are all subject to change and  
may be changed by SAP SE or its affiliated companies at any time for  
any reason without notice. The information in this document is not a 
commitment, promise, or legal obligation to deliver any material, code, or 
functionality. All forward-looking statements are subject to various risks 
and uncertainties that could cause actual results to differ materially from 
expectations. Readers are cautioned not to place undue reliance on these 
forward-looking statements, and they should not be relied upon in making 
purchasing decisions.

SAP and other SAP products and services mentioned herein as well  
as their respective logos are trademarks or registered trademarks of  
SAP SE (or an SAP affiliate company) in Germany and other countries.  
All other product and service names mentioned are the trademarks of  
their respective companies. 

See www.sap.com/copyright for additional trademark information  
and notices.

Follow us

https://www.sap.com/copyright
https://twitter.com/sap
https://www.facebook.com/SAP
https://www.linkedin.com/company/sap
https://www.youtube.com/user/SAP
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