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Artificial Intelligence in the context of 
Direct Materials
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Agenda
Intro to AI 8 mins

Gen AI vs. Agentic AI 10 mins

Applications for AI 10 mins

Future of Direct Materials 10 mins

Practical Advice 8 mins

Q&A 5 mins
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AI won’t take your job… 

Someone who knows 
how to use it will.



Intro to AI



Definitions: What is AI

Artificial intelligence refers to computer systems that can perform complex 
tasks normally done by human-reasoning, decision making, creating, etc.

Artificial intelligence (AI): The simulation of human intelligence processes by 
machines, especially computer systems. These processes include learning, 
reasoning, and self-correction.

Artificial intelligence is that activity devoted to making machines intelligent, and 
intelligence is that quality that enables an entity to function appropriately and 
with foresight in its environment.



● How do we make sense 
of data?
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● How do we make sense 
of data?

● Trendline!
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● How do we make sense of 
data?

● Trendline!

● What weight do we expect for 
a new person with height 74” 
?

● Making predictions!

Models: Making sense of noise
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(Abridged) 
History of LLMs

1943

Invention of first ML/AI Systems

Simple classifiers that could 
separate inputs into two groups

2010s

Deep Learning Becomes Viable

Through improvements in 
computing (namely GPUs), neural 
networks are now usable

2014

Google Translate

Google introduces a new 
(expensive) system for doing 
neural-net based translation.

2017

Transformers

Researchers try to find a cheaper 
way to do translations. 

Turns out that it's much better 
and can be used for many more 
language tasks!

2018

GPT-2 Paper/Demo

Make the models gigantic and 
things become magical. The 
program can do tasks you didn’t 
intentionally train

2022

Chat GPT

The public gets their hands on 
the latest and greatest 
transformer model in an 
easy-to-engage format



Google Translate



Transformers

presented by 



Generative
Pretrained
Transformer
3rd version

https://openai.com/research/better-language-models

What am I going to say next 

https://openai.com/research/better-language-models


“Agentic” AI versus Gen AI



Generative AI Agentic AI
Reactive Proactive

Prompt Generate Prompt Actions

Perceive

Learn Execute

Decide

LLMs

Giant pattern-matching machines, learned 
from massive datasets. Predicts “what should 
come next”. Ends with Generation (won’t take 
more action without your input

Not reactive, but proactive system. Starts with 
prompt (Similar to Gen AI). Lifecycle with 
minimal human interaction

LLMs are the “common 
foundation” 

* (except diffusion models for images). 



- Review
- Refine
- Direct

“Chain of thought reasoning”
- Break down task into logical steps
- Internal dialogue

For example: organizing ISM: 

1. Understand conference requirements
2. Research available venus
3. Check availability of venues
4. Invest speakers
5. Sell tickets

RPA-like systems

Skills Required: 
Ability to work with tools to accomplish tasks Skills: 

system-design thinking

Generative AI Agentic AI
Reactive ProactiveLLMs



What are the different ways that AI can (and cannot) be 
used in an application?

Non-deterministic tasks

(e.g. generative LLMs)

Deterministic tasks

(e.g. traditional code execution)

Agentic



Two Paradigms: Agentic workflow vs. AI Agents

LLM analysis

Agentic workflow

Data extraction

Human review

Processing tool

AI Agents

AI Agents

Complete Tasks

Choose next task Finish

Define tasks Reflect



AI Applications in Practice



Workflow Example: Processing an Invoice

LLM analysis

Agentic workflow

Data extraction

Human review

Processing tool



Agentic AI Example: “Develop an app for notifying me 
of contract expiration dates”

AI Agents

Complete Tasks

Choose next task Finish

Define tasks Reflect



Applications: When to use a workflow tool vs. AI Agent

Agentic Workflow:

- Deterministic Outcomes

- Well Defined Tasks

AI Agents:

- Autonomous Problem Solving

- Complex Task Automation

- Unpredictable Environments

High control High agency

“Be prepared for 
incorrect outcomes”

“WYSIWYG”



PC: Swapan Rajdev https://www.srajdev.com/p/understanding-agentic-ai-architecture

1. Simple Reflex Agents

2. Model-Based Agents

3. Goal-Based Agents

4. Utility-Based Agents

5. Learning Agents

Flavors of Agent: 
Increasing Sophistication



AI “Capability Overhang”

AI Progress

AI Products

Capability 
Overhang

Time

A
bi
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AI-Washing: Adding a Chat Bot veneer on top of standard tools 

AI-Native: Embedding Purposeful AI to Achieve Goals

Supplier 
Discovery

Sourcing 
Preparation RFX Execution Negotiation and 

Benchmarking CLM SIM

AI “Chat Bot”

AI-powered 
Supplier 

Discovery

AI-powered
Sourcing 

Preparation

AI-powered RFX 
Execution

AI-Powered 
Negotiation and 
Benchmarking

AI-Powered CLM SIM

AI Infrastructure

Domain Specific 
Model

Domain Specific 
Model

Domain Specific 
Model

Domain Specific 
Model

Domain Specific 
Model

Domain Specific 
Model

Legacy S2C Platform



Future of Direct Materials



Our Mission:

Elevate Direct + Strategic 
Indirect procurement teams 
with world-class software tools.
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Direct Repeatable or 
“Strategic” Indirect Tactical Indirect

Expense Spend “Tail”

Direct Indirect

Car parts, chemicals, PCB components, ingredients… Logistics, packaging, facilities 
mgmt, marketing, IT, corp travel

Office supplies, MRO, professional 
services, temp labor, subscriptions

… everything else. Either ad 
hoc or one-off

Direct: 
“What a company buys 
to put into its product.” 

Indirect: 
“What a company buys 

to consume itself.”

vs

PROPRIETARY & CONFIDENTIAL



Company

San Francisco-based
headquarters, with offices in Boulder, CO 
and Seattle, WA

30+
Enterprises use LightSource for strategic 
sourcing today

2,800+
Suppliers onboarded and collaborating with 
their Customers

100+
Countries represented across 4 continents

Leadership Team

Engineering and procurement experts from the world’s leading companies

Funded by iconic venture and private equity investors
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Business

Engineering

Customers

Backers

… and more



3 - 15% 
YoY reduction of spend

2x 
faster sourcing cycles

Happier 
buyers (and suppliers)

Procurement teams using the right tools deliver incredible impact: 

Meaningful margin contribution and 
growth, with both improved visibility and 
the controls to effect change.

Process excellence – enhancing 
efficiency, agility, resiliency 
→ 20-30% higher FTE productivity.

More productive and collaborative 
supplier relationships. Greater strategic 
engagement with internal stakeholders.

PROPRIETARY & CONFIDENTIAL



… are more “trouble than they’re worth”, usage is minimal, and suppliers (and buyers) are frustrated.
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Email & Excel

Professional 
Sourcing Tool

No CRM

CRM

Source: Survey conducted by LightSource at CPO council meeting of large Private Equity  firm (November 2022) P
R
O
P
R
I
E
T
A
R
Y
 
&
 
C
O
N
F
I
D
E
N
T
I
A
L

25 years after the introduction of the first e-Sourcing software, 
Email & Excel are still the #1 tool used by Procurement

Procurement Sales 

Source: SuperOffice AS (HQ), Wergelandsveien 27, N-0167 Oslo, Norway



PROPRIETARY & CONFIDENTIAL

LightSource



PROPRIETARY & CONFIDENTIAL

The 
next-generation 
operating system             
for procurement 
teams



What to buy Whom to buy 
from

How much to 
buy for Tracking Payment

Foundational Activities



Foundational Activities

x

Spend Landscape

=

Process Required
People

Technologies
(and/or)



What to buy Who to buy from How much to buy 
for Tracking Payment

Direct

Indirect

Tail

EDI / Demand 
Planning

Requisition 
Intake

Maverick Needs

RFX w/ Supplier 
Discovery

Approved 
Vendors with 
MSA

Preference of 
Individual

Strategic 
Negotiation in 
each instance

Material Planning 
+ Logistics

ERP (or P2P)

P2P or
(sometimes ERP)

Purchase Card

Requisitioner 
managed delivery

Framework 
Pricing (or Rapid 
negotiation) 

Requisitioner 
managed deliveryExpediency

  Illustrative Example: Process by Activity



PO createImport parts
or specs

RFI and RFQ’s
Part Drawings
Revision History

Messaging
Quotes
Contracts

LightSource helps bring Sourcing chaos

… into a single pane of glass!

PLM ERP
Procurement

Suppliers

Engineering Stakeholders

Engineering

Part files

Procurement

Part 
change #2

Supplier(s)

Part 
changes

Award

Communicate award

Create PO

Send PO

Supplier qualification

Market Indexes 
Shifts

“What’s the BOM 
cost?”

Finance

Legal and 
Compliance

“Where’s the 
contract”

“Is everyone on Net 
60?”

“When does tooling 
amortization end?

RFI Initial RFQ

RFI data not 
stored 
anywhere

Quote 
package

Part 
change #3

Part 
change #4

SIE / SQE

Cost-up

Re-quote

Re-quote

Re-quote

Re-quote
Post-award 
renegotiation

📉 💹
Business 

Stakeholder

Already talking with 
supplier w/o 
procurement Manufacturing

“Are we ready for 
MRD?!”

Planning

EDI management

Price 
change

Price 
change Price 

change
Price 
change

Quality metrics
Delivery metrics

Onboarding 
docs

Payment info and 
onboardingData stored 

in individual 
email 
inboxes and 
hard drives

Sourcing 
council

PROPRIETARY & CONFIDENTIAL

Challenges

- 500+ Emails per RFX
- Less competitive events
- Higher spend
- No data-capture
- Time waste and frustration



LightSource is a comprehensive Sourcing Solution without 
the need for system integration

AI-Powered Source to Contract (S2C) ERP (or P2P)

E-Sourcing
(RFI / RFQ)

Contract 
Management 

(CLM)

Supplier 
Relationship 
Management

(SRM)

Master Data 
Mgmt
(MDM)

Requisitioning 
and purchase 

order (PO) 
management

Invoice receipt 
and  

reconciliation

Payment 
processing 

and 
management

Compliance 
management

Supplier 
discovery 

Benchmarking 
and cost 

engineering

BOM and 
Spend 

Management

PROPRIETARY & CONFIDENTIAL

Supplier Discovery, 
Onboarding, and SRM

Find new suppliers, enrich understanding of 
incumbent suppliers, and track supplier 
performance through scorecarding and 

experience management tools

Agile Sourcing (RFx)
The only RFI, RFC, RFP system built on the 

agile-methodology. Enhance sourcing velocity 
and category insights by leveraging platform 

content including supply base information, 
best-in-class bid sheets and benchmarks

Cost Engineering (Should-cost)
Should-cost modeling as well as public market benchmarks and indexes support 
credible target-setting and honest negotiation. 

Supplier Sub-tier Quoting
Allows suppliers to use LightSource for their own sub-tier sourcing, in the 
process identifying savings that can be shared with or passed-on to their 
customers

Communication and Document Mgmt (CLM)
All sourcing project communication and documentation (including spec details, 
NDAs, SLAs and contracts) is executed and captured on the platform and 
available for future sourcing cycles
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Global Reach LightSource is actively used in 100+ countries 

LightSource is a global company With locations in San Francisco (Headquarters), 
Boulder CO, Seattle WA, Germany, and Vietnam – available to serve customers 24/7.

LightSource is the only global procurement platform locally accessible in 
Mainland China (with a deployment at www.lightsource.cn) 

Through a partnership with AWS China and a China Unicom (6rd largest mobile carrier in the world), the 
LightSource front-end site is deployed within mainland China, and without restrictions from the “Great Firewall”

Suppliers and Customers based in China are able to access LightSource reliably (a) without the use of a VPN 
and (b) within the bounds of local laws. 

LightSource Internet Cloud Provider (ICP) License: 京ICP备2021009027号-17

LightSource Companies by Country

Breakdown of Countries (excl. US)

http://www.lightsource.cn


Technology → 👀 Problem

Problem → 🚗 Solution





McKinsey Study: Source-to-contract (S2C) represents ½ of procurement time spent, 
and is the most difficult to automate. So legacy technology solutions only address 
the P2P (easier to automate) side. 

https://www.mckinsey.com/capabilities/operations/our-inasig
hts/a-road-map-for-digitizing-source-to-pay

https://www.mckinsey.com/capabilities/operations/our-insights/a-road-map-for-digitizing-source-to-pay
https://www.mckinsey.com/capabilities/operations/our-insights/a-road-map-for-digitizing-source-to-pay


Q&A


