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Finally.... Easy Spend Reduction That Works!
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by:

Gene Roth, Corporate Procurement Director, Enterprise Rent-A-Car

&

Wes Guillemaud, CEO, Sorcity Spend Reduction
“Let me see now… I want to reach many more suppliers without res-earch or phone calls, I want to be assured the best market price with-out conducting negotiations, and I want to get more sourcing done while actually working less.”  If this sounds like your choice on the menu, read on….
“Well then, I’d also like a recipe that provides this without installing soft-ware, without requiring consultants, and without the need for training.  Furthermore, I have no desire to make an investment, but want it served right now and have access to it whenever I buy.”  If this sounds like your order, then desert is served.

Even though this may sound like wishful thinking, it is one of the On-line Competitive Bidding models that has been available since 1999.  Even more appealing, this simple tool not only makes your job easier, but estimates indicate that U.S. business can save over $50 billion this year by competitively bidding online, only a fraction of their purchasing spend.

Given this potential, it is easy to see why many Supply Managers are placing most all goods and services in the Online Competitive Bid format so they do not miss saving the time and money available.  

“I have found that typically in any sourcing exercise, there are a number of suppliers who have the goods, want our business, and can meet our terms and conditions.  At that point in the process, the decision is based on price and who we trust can deliver on our agree-ment” says Mr. Roth, Purchasing Director, Enterprise Rent A Car.
Interestingly enough, most goods and services have already been placed out for open, competitive bidding with Sorcity, and many Sourcing Managers have shown great leadership by adopting this practice.
Even though Online Competitive Bidding has proven itself for almost all goods and services, there are some questions most Supply Managers need addressed:

1. How can I use this and maintain good supplier relationships?

2. What are the factors in an ethical and successful Online Bid Event?

3. Which Online Competitive Bidding tool should I use?

How can I use this and maintain good supplier relationships?

Supply Managers must be cautious not to alienate a capable supplier.  In their quest to balance this with their responsibility to make sure a fair market price is gained, it is comp-letely acceptable, and routine for government, to ask suppliers to bid.  The incumbent is no exception.  Suppliers don’t really believe they own your business for life.  
Is the Online Competitive Bid process an issue?  Not according to many suppliers who also use this method to receive bids, save time, and achieve lower prices so they can be more competitive.  Why?  Because it provides the most ob-jective, quickest and lowest cost methods to get bids, and of course, their CFO requires the same fair practice of their procurement depar-tment, as yours does.
This keeps supplier friendships in check, which can otherwise cost a great deal more than is often recognized.  In the era of Sarbanes/ Oxley, many CEO’s and CFO’s have learned this cost can include wear-ing those appealing black and white strip uniforms.  A fair, objective and auditable process feels much more comfortable.  

“Sorcity has had requests from more and more suppliers to use this bid method to improve their profit margin and share savings with their customers” says Wes Guillemaud, CEO of Sorcity.  
“Talk about smart business!  These suppliers care enough about the relationship with their customers to look for ways to keep costs and prices down.”  How do your suppliers measure up?
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Continued on the next page…

What are the factors in an ethical and successful Online Competitive Bid Event?

Online Competitive Bidding is objective, which supports the first rule in the NAPM Principles and Standards of Purchasing Practice:  “Avoid the intent and appearance of unethical or compromising practice in relationships, actions, and communications.”
As long as there is more than one supplier who can provide the products or services, you can have competitive bidding.  Success and fairness are insured with the fol-lowing in place: 

· Treat all suppliers equally by requiring all bids be made through your Online Bid Event.    

· Attract more suppliers and bidding by including greater quantities, like items, and longer award terms.

· Accurately measure savings by comparing an adjusted current price to account for any changes made to your purchase request or market price changes.

· Add all the detailed terms and conditions so suppliers bid with full information.  

· Promptly answer questions online so all suppliers get the same information early.

· Use a service that suppliers are already prepared to bid through and provides the comfort of third-party independence.

· Maintain your due diligence practices and supplier performance measurement.

· Have a no-tolerance policy for suppliers who do not complete or comply with the process.

These practices have proven over time to not only deliver success to the Supply Manager, but to get the additional percentage point reduce-tions available when the integrity of the event is sound.

Which Online Competitive Bid model should I use?

There are basically four Reverse-Auction models available and more than one may apply depending on the answers to some key questions:

1. Do I want, or need, complete control over the Online Bid tool?

2. How much outside expertise do I need to complete this purchase?

3. How quickly would I like to get my Online Competitive Bid results?

4. What am I willing to pay for my Online Competitive Bid initiative?

First let’s differentiate the Online Competitive Bidding models available.  As depicted on the chart below, Supply Managers have ac-cess to software, consultants, application service providers (ASP) and an advanced model, which combines the professional services of the consulting model, with the speed and simplicity of a self-service model.  We call this the Fully-Managed Service, which is like having a Center of Excellence available at no cost.  Each has characteristics that may or may not apply to your needs.  

What Changes With This Bid Method?
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Almost nothing; your RFQ content remains the same, so do your terms and conditions.  The real difference is that you place this in an online forum where suppliers can compete with each other instead of against you.  Time savers, on things done for you, include no supplier research or pre-qualification, no bid adminis-tration, and no negotiation since the bidding drives price down itself.  The result is your same purchase at a lower price with more supplier choices. 
Software solutions address one question head on; how much control do you need?  If you own it, you control it.  But like any software solution, all the time, cost and pain of installing it, maintaining it, sup-porting and operating it, is yours as well.  Consider if third-party indepen-dence, experience, massive supplier reach, and greater supplier leverage, is an acceptable trade-off for this control.

The ASP model is similar to the software model but without your IT department involved.  Access to the system is quick, but learning how to operate it, manage events, conduct supplier research, provide internal and external help desks, develop needed content, and ongoing sup-port are all costs and activities you must perform and factor into a budget.
The consulting approach is in essence the loaded cannon, which comes with the typical price tag of a cannon.  When an organization is looking at a purchase in the hun-dreds of millions of dollars, and needs a team of experts with the time to make a science out of the sourcing exercise, then this option may be worthwhile.  It’s a clear case of “you have to spend money to save money.”  Evaluate the break-even carefully.
Finally, the Fully-Managed Service resembles an outsourced approach but with you in control.  This model works well for the vast majority of purchases starting as low as $100,000 up into the millions.  It provides many professional services behind the scenes to ensure suc-cess, and is available now, since it is web-hosted and requires no soft-ware for the buyer or suppliers.  One solution, www.sorcity.com, even comes with the added benefit of no cost to the purchasing organization and over 620,000 suppliers ready to access.
“Our company has placed several Online Bid Events through Sorcity.com, our latest saved over 15% on what we expected to pay.  The results are excellent, we saved significant time by not having to locate new suppliers, administer the RFQ, or negotiate the price.  We are pleased to have this capability without the cost, risk or time required by other e-Procurement offerings on the market.  It's a great solution!” says Patty Borck, Buyer, Owens Corning.
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Determining which model or models to use will depend on how quickly an organization wishes to receive “open, com-petitive” bidding on a purchase, how much they want to invest, how sensitive or mis-sion critical the item is, if an appropriate level of time and internal ex-pertise is available, and if they want to get into the business of running Online Competitive Bidding themselves.

In the end, Online Competitive Bidding simply allows Supply Managers to begin supplier selection with a well qualified, well filtered list of suppliers, instead of wasting time with several who can’t provide what is needed or provide a good price. This time savings allows Supply Managers to focus on the more strategic things they must complete, while not putting off the high-value generating bid process.  

Suppliers are also spared was-ted time and expense because they haven’t spent time and dol-lars soliciting business they eventually find they can not support, nor have they paid the sales price to find this out. 
An added bonus is that now they quickly see how com-petitive they are on a specific opportunity.  The Buyer is also giving them something they have been asking for; the opportunity to bid again, if desired, and the opportunity to see where they placed in the bidding.  These are major benefits to suppliers…. allowing them to adjust.  

The important thing to remember is that Online Competitive Bid-ding enables Supply Managers to improve their lives because they can make the shift from manually administering the sourcing fun-ction, to managing tools that automate much of it for them.  
Many organizations that are not using Online Competitive Bidding at this point, are asking “how much longer do we need to wait, now that this is a proven method that can be applied to many purchases to meet their Spend Reduction goals.


Deke Knowlton, Chief Procurement Officer, Greatwide Dedicated Transport; “Having a highly competent procurement staff works even better when they have access to advanced sourcing tools such as Sorcity Strategic Sourcing. At no cost to us, we have already saved over $1,000,000 by allowing suppliers to compete with each other, instead of against us, through this open, competitive bid service, and we have just begun. The experienced Sorcity team works carefully with ours to deliver results that clearly outperform other bid methods. They made the process quick for our staff and we are already planning to bid more Direct Materials, Indirect Materials, Services and Capital Equipment through Sorcity.”

Contact Sorcity.com at   www.sorcity.com   or   BetterPrices@sorcity.com   or   at 1-800-525-2401

Third Party Independence
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Source:  Sorcity.com, Inc.





1-2 hours over


1-2 weeks





Characteristics:














Possible


Fees:











Purchases:








Total Time Est:





Fully Managed


Service





Software





Consulting








He Saved Over $6 Million on His First 3 Online Competitive Bids!


With all the messages bombarding Supply Managers, it’s a challenge to know what solutions or tools will really lower prices and save time.  


Within just a few hours, over a two week period, it was crystal clear to Gene Roth at Enterprise, that this tool provides a capability all Supply Managers would benefit from: 


Get A Better Price Faster!


 “After a brief look it was obvious that a no-cost, no-software service was basically no risk and worth a try.  In our first three events alone we saved over $6 million, an average of 42%, and a total of $17 million to date, using the Online Competitive Bidding we held through Sorcity” says Gene Roth, Purchasing Director, Enterprise Rent-A-Car.


He placed his confidence in Sorcity, the first Online Competitive Bidding service on the Internet, since 1999, and it paid off in big numbers.
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Contact Sorcity.com at   � HYPERLINK http://www.sorcity.com ��www.sorcity.com�   or   � HYPERLINK "mailto:BetterPrices@sorcity.com" ��BetterPrices@sorcity.com�   or   at 1-800-525-2401










