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The traditional managed services model is structurally incapable of 
delivering real-time insight or resilience. In today’s environment, that’s a 
dangerous flaw.

Procurement and supply chain organizations are juggling volatile supply 
conditions, rapidly changing cost structures, rising ESG expectations, and 
a constant demand for greater speed and sharper insight. At the same 
time, new AI technologies, especially agentic AI that can autonomously run 
workflows, are redefining what’s possible and opening a new path forward.

This shift in both requirements and capabilities calls for a new operating 
model for managed services. 

Value is no longer defined only by cost savings and operational 
throughput. Enterprises now expect resilience, actionable insights, 
responsiveness, and proactive risk management. The future for managed 
services lies in moving from outsourced execution to AI-powered 
orchestration: where intelligent agents perform the transactional work and 
people focus on advisory work, governance, exception management, and 
innovation.

This white paper outlines why and how to transition from a traditional 
managed services model to an AI-orchestrated delivery model built on 
fusion pods and a unified procurement workflow.
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Why the Managed Services Model Must Evolve
Traditional procurement and supply chain managed services are designed for scale, repeatability, and 
process rigor. They provide value through large delivery teams with standardized workflows, shared service 
hubs to keep labor costs down, and incremental digital tools bolted onto existing processes.

However, this model has several limitations in today’s fast-changing environment.

AI-enabled outsourcing improves efficiency, but it does not change the underlying operating model. AI-
powered orchestration, however, fundamentally redesigns how work is executed, governed, and scaled. 
Layering AI into people-led workflows accelerates task completion, while agentic AI-led orchestration unifies 
workflows, redesigning decision-making and value delivery. Without this orchestration, automation remains 
fragmented across functions, limiting impact.

Agentic AI has now matured to a point where 
40%–60% of procurement and supply chain 
work can be automated. This is not basic robotic 
process automation (RPA) but multistep reasoning, 
negotiation, document comprehension, supplier 
data evaluation, and end-to-end workflow 
orchestration. The result: The center of gravity in 
managed services is shifting from people executing 
tasks to AI agents running workflows, with humans 
focused on orchestrating outcomes.

Where Traditional Managed Services Lag

CHALLENGE IMPACT ON CLIENT VALUE

Manual-intensive workflows

Siloed functional teams (S2C, P2P 
and analytics)

Technology as support 

Slow cycle times and limited 
scalability

Fragmented execution and 
inconsistent insights

Digital tools feel like add-ons instead 
of being fully embedded into core 
workflows
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The AI-Powered Operating Model
The future operating model replaces the traditional people-process-technology structure with one 
connected system built on three integrated layers.

Layer 1: AI Foundation

This is where intelligent workflow orchestration takes over — across sourcing, contracting, supplier 
management, and operations. AI connects data from ERPs, market intelligence, and other internal systems, 
generating real-time insights directly linked to operational workflows. It also includes autonomous AI agents 
that run repeatable tasks, replacing manual routing and coordination with automation that learns and 
refines over time.

Layer 1
AI Foundation

Layer 2
Human Orchestration

Layer 3
Client Value Outcomes

That’s the change. RPA automates steps; 
orchestration delivers outcomes. Rule-based 
automation breaks when conditions change, while 
orchestrated AI adapts by reasoning across data, 
context, and objectives. This model moves beyond 
scripts and handoffs to continuous, self-correcting 
execution.
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Layer 2: Human Orchestration

Here, people move out of manual processing into higher-value work such as advising the business, building 
supplier partnerships, shaping category and supplier strategies, managing exceptions and escalations, and 
driving governance. 

As execution becomes increasingly autonomous, governance is a strategic necessity. AI-led orchestration 
cannot operate as a black box. Every decision, recommendation, and action must be transparent, 
auditable, and aligned with defined business, ethical, and regulatory boundaries. Without guardrails, 
automation does not just scale efficiency, it scales risk.

In an orchestrated model, governance is embedded directly into execution. AI agents operate within defined 
decision thresholds, escalation paths, and approval logic. Humans retain accountability for judgment calls, 
policy interpretation, and exception management, while maintaining visibility into how and why decisions 
are made. Auditability, traceability, and explainability are designed into workflows from the start, not layered 
on after the fact.

Organizations that treat governance as optional 
will struggle to build trust and adoption. Those that 
embed it as a core design principle will gain speed, 
confidence, and sustained value from AI-powered 
managed services.

New roles are emerging, such as AI trainers, 
fusion pod leads, value architects, and compliance 
gatekeepers, all focused on guiding, refining, and 
governing the AI-driven system.

Layer 3: Client Value Outcomes

With AI and people working in sync, decisions 
become smarter and execution even faster. Costs 
and risk are managed more proactively, resilience 
grows through predictive insights, transparency 
becomes real-time, and teams achieve new levels 
of supplier collaboration and innovation.

The result goes beyond outsourcing efficiency. It’s 
a leap in business performance.
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	● Category Management Pods: Category strategy, 
supplier collaboration, and AI-powered benchmarking 
and price intelligence

	● Contracting Pods: AI agent document review, human 
oversight and guardrails for AI-led negotiation, and 
automated contract repository maintenance and 
management

	● Tail Spend Pods: Autonomous sourcing and agent-led 
negotiation with minimal human oversight

	● Operations Pods: Real-time order visibility, exception 
prevention, and automated supplier communication

Siloed Functions to Fusion Pods
Under the new model, the core delivery structure transitions from siloed teams to fusion pods, which are 
integrated teams with category experts, AI agents and shared operational support. AI centers of excellence 
build capability, but fusion pods put it to work where decisions are made. Value is not created in COEs, it 
is produced at the intersection of category strategy, execution, and insight. Fusion pods prevent AI from 
becoming a remote capability disconnected from day-to-day outcomes.

Examples of Fusion Pods

Here’s what fusion pods look like across different areas of procurement and supply chain:

Out With the Old, In With the New
Tool sprawl digitizes complexity; orchestration simplifies it. An integrated procurement workflow coordinates 
tools, agents, and people around outcomes rather than features. The advantage is not more tools, but 
fewer decisions falling through the cracks.

OLD MODEL NEW MODEL

Source-to-contract, contracting, procure-to-
pay, and analytics operate separately

Work moves linearly between teams

Value depends on experience of individuals

Scaling requires adding headcount

Fusion pods bring cross-functional teams together 
to work toward common business outcomes

Work is orchestrated in real time by AI agents

Value is embedded in reusable, AI-driven 
workflows

Scaling occurs from adding more AI agents
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The Future State: Path and Value 
The shift to the orchestration model should be deliberate and phased, not disruptive.

Phase Timeframe Key Moves Outcomes

1 
 Hybrid  

Foundation
0–12 months

Automate 20%–30% 
of repetitive workflows, 
establish AI center of 

excellence, upskill people, 
and pilot fusion pods

Efficiency gains 
and new skill 
development

2 
Scale and  
Integration

Year 2

Expand pods globally, build 
an integrated procurement 

workflow, and embed 
governance and risk 

frameworks

40%–50% 
automation across 

core processes

3  
Full 

Orchestration
Year 3+

Cross 60% autonomous 
operations, shift people 

to advisory-led roles, and 
enable real-time visibility

A procurement model 
that’s AI-powered, 

resilient, and built to 
deliver real value

In this model, the talent pyramid shifts in a very intentional way: far less effort goes into repetitive work, and 
more energy goes into client partnership, analytics, governance, and innovation. While staff augmentation 
scales effort, orchestration scales capability. Here, growth no longer requires linear increases in headcount. 
AI agents capture institutional knowledge and deliver consistency that rotating human capacity cannot.

The AI-powered orchestration model has strategic implications for both managed services providers and 
their clients. It drives real gains across every area. 

	● 40%–60% automation and reduced variability 
improve cost and efficiency

	● Resilience strengthens with predictive alerts and 
active supplier risk management

	● Work moves faster as cycle times shrink and 
stakeholder experience becomes more streamlined

	● Insight and control grow with always-on intelligence 
and transparent operational governance

	● Innovation gets a lift through more structured 
supplier collaboration and transformation programs
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Redefining Managed Services for an AI Era 
The future of managed services won’t be defined by the team headcount or incremental efficiency. It will 
be defined by the ability to sense what’s happening, make quick decisions, and act in real time. This will 
happen when AI does the heavy lifting and humans complement it with judgment where it matters most.

TURN IDEAS INTO ACTION. TALK TO GEP
GEP helps enterprise procurement and supply chain teams at hundreds of Fortune 500 and Global 
2000 companies rapidly achieve more efficient, more effective operations, with greater reach, improved 
performance, and increased impact. To learn more about how we can help you, contact us today.

LET’S CONNECT 

Krish Vengat N. 
Global Head of Managed Services

Vengat leads GEP’s managed services business, drawing on over 
17 years of experience with the company and combining client 
development and delivery expertise with strong leadership skills. His 
areas of expertise include performance transformation, supply chain 
and procurement strategy, operating model design, supplier relationship 
management, strategic sourcing, and inventory management.

The difference between alternatives and this model is simple: 
others optimize execution; AI-powered orchestration optimizes 
outcomes. 

Organizations that embrace this change will gain 
a decisive advantage in cost, agility, resilience, 
and strategic impact. Those that hold back will 
end up stuck with outdated delivery models that 
simply can’t keep pace.

mailto:vn@gep.com


99

GEP® delivers AI-powered procurement and supply chain solutions that help global enterprises 
become more agile and resilient, operate more efficiently and effectively, gain competitive 
advantage, boost profitability and increase shareholder value.

Fresh thinking, innovative products, unrivaled domain expertise, smart, passionate people — this is 
how GEP SOFTWARE™, GEP STRATEGY™ and GEP MANAGED SERVICES™ together deliver 
procurement and supply chain solutions of unprecedented scale, power and effectiveness. Our 
customers are the world’s best companies, including more than 1000 Fortune 500 and Global 2000 
industry leaders who rely on GEP to meet ambitious strategic, financial and operational goals.

A leader in multiple Gartner Magic Quadrants, GEP’s cloud-native software and digital business 
platforms consistently win awards and recognition from industry analysts, research firms and media 
outlets, including Gartner, Forrester, IDC, ISG, and Spend Matters.

GEP is also regularly ranked a top procurement and supply chain consulting and strategy firm, 
and a leading managed services provider by ALM, Everest Group, NelsonHall, IDC, ISG and HFS, 
among others. Headquartered in Clark, New Jersey, GEP has offices and operations centers across 
Europe, Asia, Africa and the Americas. To learn more, visit www.gep.com.

GEP SMART is an AI-powered, cloud-
native software for direct and indirect 
procurement that offers comprehensive 
source-to-pay functionality in one 
user-friendly platform, inclusive of 
spend analysis, sourcing, contract 
management, supplier management, 
procure-to-pay, savings project 
management and savings tracking, 
invoicing and other related functionalities.

GEP NEXXE is a unified and comprehensive 
supply chain platform that provides end-to-end 
planning, visibility, execution and collaboration 
capabilities for today’s complex, global supply 
chains. 

Built on a foundation of big data, artificial 
intelligence and machine learning, GEP NEXXE 
is next-generation software that helps enterprises 
make supply chain a competitive advantage.

100 Walnut Avenue, Clark, NJ 07066 | P 732.382.6565 | info@gep.com | www.gep.com
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