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1 Introduction

This paper aims to assist Local Authorities who wish to specify an electronic marketplace that is
‘supplier-friendly’ i.e. it ensures suppliers will find the marketplace an attractive proposition, so that it
will be easy to encourage them to join. The features that are discussed in this paper are summarised in
Annex A: Technical Specification for use in specification exercises.

The paper has been prepared by the Supplier Adoption strand of the National e-Procurement Project,
and is drawn from consultations with marketplace providers and local authorities who have already had
experience of supplier adoption in a marketplace context.

2 Mechanics

An electronic marketplace is in essence an internet-based service to allow buyers and sellers to trade
online. Whereas most e-commerce sites allow many buyers to buy from a single supplier, in the case of
a marketplace many buyers are buying from many sellers.

e-Marketplaces can offer a range of capabilities including auctions, reverse auctions, trade directories,
product catalogues, web links, order processing, order-tracking and invoicing.

At the centre of the marketplace will be the electronic data on which it depends — a database of all the
suppliers and customers, their products and services, and the transactions between them. Suppliers
view this information through a web site that is known as the ‘supplier’'s front end’ and the buyers view
information through the ‘buyer’s front end’. These are two windows on the same data. It is important for
the local authority purchaser to understand what the marketplace looks like from both points of view,
because successful supplier adoption involves appreciating the business case from the supplier’s
perspective.

Research by the Supplier Adoption strand of the National e-Procurement Project shows many local
authority procurement officers looking at e-marketplace solutions have never been shown the supplier’s
interface and suppliers do not typically see the buyers interface either.

An electronic marketplace offers suppliers an opportunity to offer their goods to a number of buyers,
using an electronic price list and pricing structure. For this to work, the marketplace has to fit each
supplier's catalogue into a single standard structure. The way in which the supplier's product list is
created and updated on the marketplace is one of the crucial factors in its ease of use from the
supplier’'s perspective.
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3 Public Marketplaces

E-marketplaces can be public (open and neutral) or private (a dedicated supply chain). Most of the
marketplaces in use by local authorities are public marketplaces. Public marketplaces are developed by
an independent service provider who depends on subscriptions or transaction levies and aims to recruit
as many buyers and sellers as possible. Two examples would be the IdeA Marketplace and the Roses
Marketplace.

4  Visibility

A totally open marketplace (ie available to any registered buyer) has the advantage to the supplier that
their goods and services are visible to a large number of buyers. This is an important incentive to join a
public marketplace. However the size of the marketplace may bring its drawbacks. A supplier who sells
large value items to a small number of customers may fear the loss of ‘special relationships’ with their
customers. They may feel that they will not be visible to the local authority among the hundreds of
similar suppliers. They may also be afraid of losing the ability to have different price lists for different
customers.

From the supplier’s perspective a public, or open marketplace needs to include the following features:-

the ability for the supplier to set different prices for different customers, or at least different
types of customer;

the ability for buyers to view only relevant suppliers — eg only approved suppliers, contracted
suppliers, or local suppliers (or a combination).

With these features included local authorities will be able to encourage suppliers to join a public
marketplace on the basis of wider market visibility.

Note that although most public marketplaces profess to be open to all suppliers, they do, in practice, act
as barriers to exclude suppliers, particularly smaller suppliers who might only get lower levels of
business from the council. This may be as a direct result of the council’'s procurement strategy to
reduce its supply base or just as a natural consequence of the investment of time and technology
needed by suppliers to join and participate.

5 Dedicated marketplaces

Dedicated marketplaces are developed by a single purchasing organisation, or a single distributor, and
tailored for a specific market. There are two main types of dedicated marketplace:

Buy side marketplaces

These marketplaces are developed by the purchasing organisation and designed to include the
features necessary for the buyer.
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For example:

controlled buyer access through password and log in details

a controlled view of goods and services so the buyers can only use the catalogues they are
authorised to access

spend limits over which an authorisation is required.
allocation of spend to internal budget headings

grading of suppliers — those that have contracts, those that are accredited, etc, according to
the rules of the purchasing organisation.

Private marketplaces are used by large private sector buyers — Sainsburys and BT being two
examples. They are also used in the public sector by the NHS. Several local authorities have
developed their own private marketplaces — but for specific sectors of spend. As far as supplier
adoption is concerned, buy-side marketplaces are not as attractive to new suppliers as public
marketplaces as they inevitably involve investing time in interfacing with a single customer.

The way to reduce this barrier is for the procurement personnel themselves to build the data
required (suppliers, products, prices) from information supplied in spreadsheets or other known
formats. Asking the suppliers to put in more work than they would normally do in quoting by phone
or email is going to reduce the likelihood of participation.

Supply side market places

These marketplaces have been developed by large suppliers or distributors and allow many buyers
to access a single electronic catalogue. Large buying organisations can access contract pricing on
these catalogues on the basis of logon details. The disadvantage for buyers is the lack of workflow
for buyers and the lack of reporting available. Some large suppliers will offer reporting but a buyer
must access each supplier in turn to get a full report.

To interact with other dedicated marketplaces the suppliers will often support integration to enable
the catalogues to be accessed and the orders placed through the buyer’'s dedicated marketplace
and received in the supplier's dedicated marketplace. This is called ‘punch out’ and ‘punch in’ and
has cost implications for the integration process, which deters all but the large suppliers from
offering this service. Dell operates a punch out relationship with the London Marketplace — in this
case the supplier was powerful enough to insist on this way or trading. It was not the participating
councils’ preferred approach.

As far as the local authority is concerned, supply-side marketplaces will be relevant in special
cases where it is easier to buy from a distributor’s catalogue than to buy from a myriad of individual
suppliers (e.g. stationery, consumables, educational supplies). Supplier adoption is in effect
outsourced to the distributor. A leading example of this kind of solution is the consortium
marketplace for educational supplies developed with Bristol City Council.
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6 Reducing the supplier’s initial investment

Making an e-marketplace supplier-friendly implies reducing or eliminating the costs of joining and
trading via this mechanism.

Supplier subscriptions

Public marketplaces survive through annual subscriptions or trading levies. Even very small
charges (less than £100 per annum) will prevent suppliers from joining a marketplace if there is
any doubt at all about whether there will be return on this investment. One way around this is to
subsidise the first year's subscription so that is free of charge to the supplier. If the service provider
is unwilling to meet the cost of the subsidy then the authority will need to look for a local funded
business support programme. Trading levies have been largely discredited as they proved a
significant barrier to supplier adoption, although they remain in some service provider's business
models specifically where suppliers are able to achieve sufficiently increased throughput that they
can justify the additional payment.

Uploading initial details

The process of registering supplier details needs to be as straightforward as possible if you don'’t
want to put off the less sophisticated suppliers. On the other hand it is important that the supplier
can advertise themselves using their own branding — so logos, web site links and descriptive text
are all important. The best way of assessing how easy it is to upload new supplier details is to
experiment yourself - try typing in the details of an imaginary supplier and attempting an upload. If
it proves problematic for you, it will certainly act to deter a supplier. Some service providers offer
more help than others in this — it's worth checking.

7 Maintaining the Catalogue

One of the benefits to local authorities of most e-marketplaces is that suppliers are responsible for
maintaining their own catalogues. Where a supplier is offering a range of products and services, this
can be significant barrier in terms of time and effort. Keeping the catalogue up to date if details such as
prices frequently change is another problem. If the e-marketplace is to be supplier-friendly it should
ideally have the functionality to import a local electronic catalogue from either a standard accounts
package such as Sage or Pegasus, or from a spreadsheet.

Pictures and specifications may be important to the buyer’s visibility of the product, but importing these
in bulk is not a trivial task. Some local authorities are working a ‘hybrid’ solution where the buyer
chooses from a colour catalogue, and then orders from the marketplace using price and description
only. (Although in at least one case, this may have more to do with the limitations of the solution than
being supplier-friendly!) While this is a compromise that reduces the work for suppliers, it may reduce
the appeal for buyers and affect the success of the roll-out in the council.

One important feature that makes it easier for buyers to find products is the ability to keep a history list
of past orders, and a favourites list of frequent buys. This is also seen as important by suppliers as it
improves buyer loyalty. However, you need to be aware that this commonly uses the supplier’s product
description and coding, which will make it difficult to monitor and change buyer’s purchasing behaviour.
Solutions that can manage or avoid this problem are not yet on the market, but should be your longer-
term goal.

Catalogues that do not fit

Consider the following issues:
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The supplier may be a local reseller who can supply goods from a number of different
manufacturers — does he need to upload all the products he might ever sell and keep the
prices up to date?

The supplier may sell tailored packages of goods, rather than lists of items — eg a computer
network, a new bathroom.

The supplier may have a very large catalogue, with many subdivisions and categories. The
way their catalogue is split may not match the way the marketplace is organised.

For reasons such as these there will be suppliers who are resistant to joining an e-marketplace. In
these cases trading online must model the actual business process. There needs to be online
interaction between buyer and seller at the time of ordering. The buyer lists their requirements and
the buyer numbers the list and identifies each item, and then the supplier provides prices and
additional information against each of the buyer’s items. This follows the process typically found in
construction, where a quantity surveyor draws up a Bill of Quantities and the builder quotes against
each item on the Bill. We have not found any examples of this kind of approach in public
marketplaces, but it is found in dedicated marketplaces such as implemented by St Helens and
Wellingborough Councils. Such interaction is key to buyer and supplier take-up in many categories
of local authority spend so you should be looking for service providers to offer this functionality, at
least in the medium term.

8 Selling Services on an e-marketplace

Many suppliers offer services only (consultants, photographers, printers, cleaners). To them a
marketplace may seem irrelevant — or worse, it appears to devalue their offering, focusing on price
alone. However it is possible to use a marketplace to buy and pay for services, provided the solution is
tailored to fit the process. Using an online Request for Quotation function, the buyer needs to be able to
contact one or more approved suppliers with a specification, the suppliers need to be able to upload
their response, and then the buyer needs to be able to choose.

What is required (as in 6.1 above) is for the electronic interaction to mirror the way that the council and
the service provider do business at present, but to cut the transaction cost to both parties by introducing
automation and electronic storage. (For larger projects, a multi-stage formal tendering process is
required and you need to look for e-tendering tools such as described elsewhere in the NePP guidance
under Sourcing the Solution that do this rather than incorporating it into your e-marketplace
specification).

Once a service contract has been agreed, it is possible to call off against that contract using an online

‘catalogue’, just as with products. However, be aware that suppliers may perceive this as reducing their
offering to a commodity and will resist this approach unless it is managed carefully.
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The marketplace for e-sourcing

It is apparent from the above that the e-marketplace may not always be suited to e-ordering, at
least not until the functionality is more advanced. However there is another role for the e-
marketplace, and that is to assist the buyer with e-sourcing, by presenting them with a list of
suitable suppliers, with details of their offerings.

It is important when considering supplier adoption for your e-marketplace to consider its role today
and in the future. Even if you consider that at present you will not be ordering complex goods or
services through this means it may be important to encourage suppliers to advertise their presence
to you through a marketplace listing, with links to their web site where they may the necessary
functionality to transact interactively with you. Asking suppliers to provide static details only is not
onerous — it is equivalent to inserting an entry in the local trade directory.

If the marketplace is going to be used for e-sourcing you need a buyer’s front end that will allow the
local authority buyers to select and view suppliers in a useful way.  Marketplace providers will
often provide ‘portals’ which allow a selective buyer front end on the basis of geography, but to be
useful for e-sourcing the local authority will need their own front-end linked to private data.

9 Additional Benefits

Supplier's Front End

The supplier's interface has the potential to offer attractive business benefits, and if you have
chosen a marketplace rich in features then these benefits need to be ‘sold’ at your supplier
adoption events. Features you should be looking for include:

Catalogue management - the presentation of goods and services with price lists and the
updating and maintenance of this content, including online editing

Pricing management features aimed at providing pricing per customer or customer category
to reflect contracts and agreements

Sales analysis — turnover by product, area and customer.

Other features that suppliers will prize include access to forthcoming contracts and information on
your expectations of them — easy ways to find out how to qualify and trade effectively with you.
These features may already be on your main website or supplier portal — consider linking these to
your marketplace for a more direct benefit to suppliers and potential suppliers. For more on
supplier portals see the detailed guideline on this site.

Buyer’'s Front End

Some of the features on the buyer’s interface will also reduce the transaction cost for the supplier.
They include:

accurate ordering — which reduces time correcting mistakes, and processing returns;
order tracking online — which reduces time spent on chasing queries

e-Invoicing — the import of purchase orders into ‘self-billing’ systems which speed invoice
payment

the option to pay by P-Card, especially if the marketplace functionality provides all the
reporting necessatry.
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10 Conclusion

Before encouraging suppliers to participate in a marketplace it is important to understand the business
benefits, and the drawbacks, from their perspective.

There are some categories of spend, and some types of supplier that will immediately understand the
opportunities to benefit from the marketplace through:

increased visibility in a wider market

wider access to buyers in the local authority
reduced transaction costs

better sales analysis.

However to make the marketplace supplier-friendly on a wider basis it is important that it provides:
low subscription cost
no transaction costs (or realistic charges based on increased business)
minimised time investment
smooth transaction handling for non-catalogue (eg service) categories.

Although supplier adoption is often considered to be the last step in the process of adopting e-
procurement, these issues actually need to be considered earlier on in the process when the
marketplace is being chosen or designed. Then you will avoid the supplier ‘road-block’ experienced in
many e-procurement roll-out programmes.
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How to use this Technical Specification

The aim of the document is to enable the user to evaluate quickly the suitability and ease of use to
suppliers of marketplace solutions.

The columns are divided as shown below

Features
This is a description of the basic functionality that enables the supplier to receive orders and documents
and to provide information to the marketplace sales orders, invoices, catalogues and product content.

Benefits
This is the benefit delivered by the feature and describes the value of the feature to the users of the
marketplace. Users can be the buyer or supplier.

Tick box
The tick box can be used to confirm the existence of a feature.

For example:

Benefit
Feature

Tick box

Order transmission - fax
Orders and related messages can be transmitted to suppliers as fax |[Ensures suppliers can be included in the
messages using an external fax server. marketplace even if they only have fax
capability

Sections

The functionality is divided into sections as follows:

1. Communication - Basic support for standards in transactions

2. Catalogue - How a supplier can get his content onto a system you can use

3. Transaction management - How orders get processed

4. Tenders, quotes and proposals - How the system can support requests for quote and proposal
5. Payment - How payment can be processed

6. Fulfilment - How deliveries can be managed

7. Contract Management - Supplier and product status

8. Management Information - Reporting and benchmarking
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1. Communication
Feature Benefits é
2

Web Browser

Standard Web browser access using log on and

password

Access through a web browser requires no expensive
investment in software for the suppliers. Low entry
costs encourage participation of suppliers.

Messaging protocols

Business documents are transmitted using a
number of protocols including FTP, SMTP, HTTP,

HTTPS, and Fax.

By supporting standard protocols more suppliers will
be able to participate in the system in a
straightforward manner.

Messaging document types

Business documents transmitted using a number
of document standards including EDI, XML, and

TXT.

By supporting standard document types more
suppliers will be able to participate in the system in a
straightforward manner
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2. Catalogue
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Feature

Benefits

Tick Box

Catalogue

Each supplier can publish product catalogues.
Users can initiate orders from catalogues.

Using catalogue information for orders reduces errors
and allows users to view and select products and
services

Standard classification schemas

Suppliers can browse the product classification
schemas adopted (e.g.: UNSPSC) and classify
their products against them.

Using standards improves comparison of products
and services. Coding also supports the reporting of
activity by product and product category allowing
analysis of spend patterns.

Rich catalogue content

All products in catalogues can contain rich product
information including at least: stock code, name,
description, full-size image, thumbnail image,
multimedia support files (e.g.: video, fact sheets,
technical specifications).

Rich content allows suppliers to include differentiating
information and provide full specification in those
areas where it is crucial. Pictures allow the buyer to
see the product prior to purchase supporting the
purchase decision and reducing the number of returns
due to wrongly bought product

External catalogue integration (Punch Out)

The XML catalogue search and response interface
allows a system to be configured to utilize external
supplier catalogues this is sometimes called punch
out

Supplier investment is leveraged and provides easy to
use and relevant functionality e.g. configuration tools
to support the buyer. Suppliers are willing to
participate in the system using their own catalogue
thus reducing the exclusion of many large suppliers
with sophisticated e commerce sites already used by
the end user community.

Bulk catalogue management tools

Correctly formatted XML catalogues can be bulk
loaded or incrementally loaded into the system
through a public XML catalogue interface. With
correct systems and procedures in place, uploads
may be automated from the supplier's back office
system.

Where the supplier can generate XML compliant
catalogues bulk upload of catalogues reduces the
workload and management overhead of participating
in the marketplace.

On-line catalogue management tools
The system provides on-line screens and tools for

remote catalogue management allowing
modification of all catalogue and product
elements.

Where good on line tools are provided the small
supplier can manage his content himself reducing
management overhead for the system host and
allowing suppliers and buyers to transact with the
latest information
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Feature Benefits é
g

Multiple price tables

Each supplier can maintain multiple price tables
They can handle specific pricing, volume
discounts (spot or cumulative), and time-limited
special offers.

Multiple price tables allow suppliers to service many
categories of customer with specific pricing facilitating
the use of contract pricing and maintaining margins
where non contract pricing applies

Version control

Catalogues and price lists can be staged and
gueued for immediate or timed future release.

Allows the buyer to agree new catalogue uploads and
avoids confusion on pricing when a new catalogue or
price list applies. Reduces buyer supplier conflict
through a transparent process

Bundled products

A product bundle may be volume based ("Buy A,
get another A at half price"), linked products ("Buy
A get B free"), temporary discount under certain
conditions ("10% off your first order").

Suppliers can create and price bundles in the
same way as ordinary products and bundles are
treated as single whole products linked to
guantities of products that stimulate the bundle
offer.

Allows the supplier to market his products and
services and encouraging participation in the
marketplace. Bundles can be created at special prices
to reduce cost to the buyer and ensure items that
must be bought together are included in the purchase.
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3. Transaction management

Feature Benefits

Tick box

Order confirmation

Suppliers can confirm orders and accept or |Reduces conflict and captures changes to quotes or
decline them. Any discrepancies that arise in |proposals for reference.

order details at this stage (for example price
change, change in applicable sales tax rate,
changed specification, or availability) can be
modified by the supplier and communicated to the
purchaser. The purchaser has the option to
accept the proposed changes, or cancel the order.

Order transmission — e-mail

Orders and related messages can be transmitted |Ensures suppliers can be included in the marketplace
to suppliers as e-mail messages, using an external |even if they only have e-mail capability
e-mail server.

Order transmission - fax

Orders and related messages can be transmitted |Ensures suppliers can be included in the marketplace
to suppliers as fax messages using an external fax |even if they only have fax capability
server.
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4. Tenders, quotes and proposals
)
Feature Benefits ;;
2

Request for quote (RFQ)

Purchasers can submit a request for quotes to
target suppliers. An RFQ is a simple request for
a price and delivery quote for a specific product
to specific suppliers.

Suppliers can participate in the marketplace even
when their products or services have a variable
price or other key component needs to be specified
on an order by order basis

Request for proposal (RFP)

Purchasers can submit request for proposal to
target suppliers. An RFP is a request for a
detailed proposal to trade that will include other
elements in addition to price, delivery terms, and
payment methods. Suppliers can respond to the
request for proposal with a tender that describes
all elements of the proposal.

Suppliers can participate in the marketplace even
when their products or services have a variable
price or other key component needs to be specified
on an order by order basis

Tender alert by email

Supplier can subscribe to receive tender
notification by e-mail. Suppliers can opt in or out
of tenders by product categories and receive
automatic email notification. Supplier interest to
be self service from relevant screens in the
system

Supplier notification of relevant category tenders by
subscription to an email alert service. Reduces
supplier conflict and reduces management overhead
of informing suppliers by automating the process
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5. Payment
Feature Benefits g
.‘;’

Multiple payment methods

The system should support multiple payment
methods. Payment methods can be provided by
credit/payment/debit cards, banks suppliers
themselves. Other funding sources can be added,
such as an external credit agency. Suppliers can
configure multiple payment methods through which
their customers can make payment.

Multiple payment methods cater for all buyers and
suppliers and their contract requirements for payment
thus extending the number of suppliers who can trade
on the system.

Electronic-invoice

The system should allow participants to create and
submit an electronic invoice based on the purchase
order, price and delivery quantity.

E-invoicing speeds the matching of invoicing to orders
and allows coding for the cost centre and budget to be
attached automatically reducing time spent coding and
improving management information

Purchasing/credit card

Purchasing card details can be captured in the
order form and processed by either through a
public APl to specialist purchasing card payment
gateways, or the suppliers' back office systems
through an XML API.

Use of procurement cards enabled within the system
provides all the advantages of p-cards and allows the
purchase to be tracked against the user. The supplier
benefits from the payment terms
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6. Fulfilment

Feature

Benefits

Tick box

Goods receiving and acceptance

Orders can be actioned as received and accepted
in the system. The resultant status data can be
shared with back office systems through a public
API to trigger any subsequent process, such as
payment of account.

Online acceptance allows the receiving activity to be
captured reducing the time spent chasing goods or
services that have been invoiced and delivered but not
recorded reducing conflict and providing performance
measurement information.

Request returns

Purchasers can request a return, stating where
and when the goods are to be collected, to be
acknowledged by the supplier and collection
arranged.

Returns requests captured online to speed return of
damaged or non compliant goods reducing conflict cut
the costs of writing down stock in dispute

Agree returns

Suppliers can indicate their agreement to a return
request by issuing returns number and agreeing
to, or counter-proposing a return delivery
mechanism.

Capture of agreement of return and actions required
reduces conflict and cost.
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7. Contract Management

Feature

Benefits

Tick box

Identify supplier status

Purchasing administration can add supplier status
where supplier may be contract, accredited,
approved or other

This allows full supplier participation whilst delivering
the control of supplier use i.e. using accredited
suppliers only to the purchasing management, but still
encouraging suppliers to trade electronically with other
marketplace users

Identify contract products

Products within a full supplier listing can be
flagged by purchasing administration to inform the
buyer of product status as a contract item

This allows a full supplier catalogue to be carried
electronically but those specially prices “contract”
items can be identified for the buyer to ensure

volumes and price agreements are met.
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8. Management Information

Feature

Benefits

Tick box

Standard reports

A set of standard reports based on supplier
requirements can be accessed by suppliers based
in passwords and login

Provides a set of useful reports with a minimum amount
of administration from the suppliers

Data Storage

Previous reports will be stored for use in
benchmarking and progress monitoring

Relevant reports can be reviewed over time periods to
provide information on progress and changes in the
suppliers business

Report writing
Report writing from the marketplace data can be
supported from the application

Allows suppliers to customise their management
information
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