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Guideline: Practical steps to successful supplier adoption

This guideline

This is the first guideline in a series of published materials to offer Local Authorities guidance and
support on e-procurement supplier adoption and economic development issues as part of the Localegov
National e-Procurement Project.

Section A: ‘What the Management Team needs to know’ is written for members of the
Cabinet/ Executive/ Management Team (henceforth ‘the Management Team’). It identifies key issues that
the Management Team needs to understand and ensure are addressed. This is also available on this site
as a slide-pack for use in developing senior management awareness and commitment:

Section B: ‘Practical steps to successful supplier adoption’ provides practical ‘how to’ guidance for
managers responsible for implementation of e-procurement in councils, drawn from published best
practice and Local Authority experience. The key steps are:

1: Develop a supplier strategy

2: Carry out an assessment of supplier value and readiness

3: Communicate with your suppliers;
put in place a supplier development programme
4: Carry out an impact assessment of local suppliers;
encourage local suppliers where they add real value
5: Put in place an e-content strategy

6: Collaborate with strategic partners

Section C: ‘Supplier Adoption Checklist’ provides a quick way to establish your status and monitor
progress. Its red/ amber/ green system enables you to prioritise action. This is also available as a
separate downloadable file.

This guideline is one of a suite of documents designed to help you identify and use best practice in
supplier adoption and economic development. This includes Key Questions, Detailed Guidelines and a
toolkit of sample materials and case studies — all available on this website.

If you are an elected member, Chief Executive Officer or Finance Director in Local Government,
please read Section A and pass the guideline to the officer responsible for implementing e-
procurement.

If you are involved in planning and implementing e-procurement, we hope that Section B:
Practical steps to successful supplier adoption’ and the accompanying materials will help you.

For specific questions or further support and advice please contact us at nepp@imaginist.co.uk.
We will be pleased to help.
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Section A: What the Management Team needs to know

e- E-Business is one of the government’s five building blocks for delivering e-Government.
Procurement Sitting within this block is e-procurement, smart cards, idtv and e-forms, which together will
as part of allow local authorities to deal with the challenges of working in the 21st century. Historically

e-government

e_
Procurement
is only a tool
that enables
better
procurement

...butitisa
strategic
part of e-
government

for the
Elected
Member

for the Chief
Executive

for the FD

Getting
suppliers on
board is
critical to
success

Key issues
for the
Management
Team

procurement has been seen as a ‘back office’ function and has not been viewed with great
significance. However, it is now being recognised that the way in which procurement of
goods, services and works is managed across a local authority impacts on the performance of
the organisation as a whole.

e-Procurement is a tool that enables the Council to improve its procurement practices,
rationalise its suppliers and buy smarter. Much of the guidance on supplier adoption and
relationship management follows procurement principles already available from CIPS and
IDeA. This guideline seeks to add to that reference material in respect of supplier adoption,
not in any way to replace it. (www.cips.org/ ProfRes/ PSM.asp?CatlD=203&PagelD=316)
(www.idea.gov.uk/ procurement).

Web technology extends these principles to the largely uncontrolled spending by council staff
on low-value high-volume goods and services with many thousands of suppliers. The value
of this spend represents a significant proportion of every council’'s total budget, so the
capture, analysis and better management of this activity can save substantial amounts.
Successful supplier adoption, with due care for the impact on the local economy, is crucial to
enable these benefits.

Elected Members should be looking for an e-Procurement implementation that:

e Supports the political manifesto and the aims and objectives of the council

e Contributes to CPA measures, including better performance on environmental,
sustainability and quality measures through improved management information and
practices

e Recognises the contribution suppliers can make to the council and deals with supplier
relationships in a way that satisfies duties to the local business community

e-Procurement is central to the Chief Executive’'s corporate and e-government agendas, in

that it:

e Meets IEG targets

e Encourages adoption of e-technology by staff to communicate internally and externally —
essential culture change

e Requires collaboration with and between strategic partners, externally and internally

e Facilitates business vitality, sustainability and well-being in the local community

e-Procurement is central to the Finance Director’s e-finance agenda:
e Complianceto financial and Best Value statutory duties

e Efficiency benefits in transaction process time

e Potential savings from rationalised and smarter buying

e Reductions in resources allocated to invoice processing

Achieving the savings and other benefits available from e-procurement does require that
suppliers are willing and able to transact with the council electronically. When supplier
adoption is left until an implementation programme is already under way, the reluctance or
inability of suppliers to comply rapidly with the council’s requirements for an electronic
interface can act as a major roadblock to achieving these benefits.

The Management Team needs to satisfy itself that it is using e-procurement to procure
strategically and that it facilitates the attainment of the authority’s aims and objectives.

e Understand the strategic issues and opportunities

e Ensure a thorough risk/benefit analysis is carried out

e Champion e-procurement and supplier adoption

Recognise and understand the needs of the supplier

Ensure sufficient resources are allocated to communicating with suppliers

Ensure that a coherent policy is developed for dealing with local suppliers
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Section B:

Practical steps to successful supplier adoption

We have
identified the
key steps to

This section of the guideline identifies the key steps that will help you
recruit and manage suppliers as part of an e-procurement programme.

The order in which these appear is not intended to be strictly adhered to —

succe_ssful indeed you may already be doing some of this work. The real purpose is to
supplier : L
. help you understand what’'s needed and to plan the work, avoiding
adoption : : : . R .
supplier adoption becoming a ‘road-block’ to implementation of e-
procurement.
1: Develop a supplier strategy
2: Carry out an assessment of supplier value and readiness
3. Communicate with your suppliers;
put in place a supplier development programme
4. Carry out an impact assessment of local suppliers;
encourage local suppliers where they add real value
5:  Put in place an e-content strategy
Collaborate with strategic partners
Here is how
Supplier
Adoption fits
into the

routemap for
e-procurement
implementation

Source: Delivering e-Procurement — NePP launch brochure October 2002

You can see this
‘outemap at
1ttp:/ / www.idea-
<nowledge.gov.uk
30 to: improving
/our council/ e-
yrocurement/ intr

aduction and
click on Procure
to Pay

This guideline
is only part of
the advice and
support
available

We recognise that Councils are all different — size, priorities, needs and
levels of spend vary enormously. Take what you can from this guideline
but don't forget that this is only part of the Supplier Adoption strand —
there are Key Questions, Detailed Guidelines, Resources and case studies.
And if you have specific questions, don’t hesitate to contact us at
nepp@maginist.co.uk.
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Step 1: Develop a supplier strategy

Involve
relevant
departments

Prioritise key
suppliers

The supplier
strategy must
recognise the
need for local
buying
decisions

It must also
take into
consideration
the suppliers’
needs

A council’'s supplier strategy will be driven by its procurement and e-
procurement strategies. It is assumed in this guideline that these are in place
and clearly identify the approach that the council wishes to take.

When developing an e-procurement supplier strategy there are a number of
issues that will have to be considered e.g. EU legislation (OJEU) and UK
Competition Act (see our detailed Guideline for more on this), Local Standing
Orders, Regeneration initiatives, Financial constraints, resourcing and IT
issues, and finally the procurement process itself. Involving the relevant
departments is clearly an essential part of preparing for e-procurement.

The supplier strategy will normally focus on identification of major suppliers,
i.e. high value and/ or high volume (often with multiple supply points and
council accounts), development of strategic relationships with key suppliers
and appropriate rationalisation of the rest. However the smaller suppliers
must also be considered, especially those in local business communities.
Most of the work will focus on incumbent suppliers; but the strategy should
also include sourcing new suppliers where they bring Best Value and can
contribute to regeneration, diversity and environmental policy targets. It
should also include actions to encourage existing and potential suppliers to
adopt e-trading.

A standard approach is to develop a supplier/ spend analysis matrix, with
value and volume as the two axes, as illustrated below.

Supplier Matrix

High Strategic Collaborative
Partnerships procurement
Value
Ad hoc Aggregated spend
- catalogues
Low
Low > High

Volume

Those lower value suppliers that are retained, many of which will be local,
are likely to be preferred by the local buyer because they add particular
value, satisfying a service need and lowering risk better than (sometimes
larger) alternative suppliers. Your supplier strategy needs to recognise that
risk in these circumstances may be best understood and managed locally.
However your strategy needs to challenge long-standing ‘cosy’ relationships
with little Best Value merit. Experience shows that taking an aggressively
centralist approach may not succeed with either staff or suppliers. Putting in
place framework contracts should enable a shift from local buying decisions
to local ordering decisions for those spend categories where this is relevant.

A good supplier strategy will take into consideration the needs of the
suppliers as well as buyers. The success of your strategy - and the entire e-
procurement programme — rests on the willingness of suppliers to cooperate.
They will do so only where they see the benefits to them, as well as to you. So
think about what your programme will offer that will help your suppliers and
communicate this to them.

If this is not the
case you need to
focus on this
before you go any
further

Use of other more
sophisticated
purchase portfolio
analysis models,
such as Kraljic's
matrix may be
appropriate, if
only to help you
understand and
negotiate with
major suppliers.
Care is needed in
adapting these
from the private
sector to Local
Authority
circumstances,
with your strong
service and
community focus.
See IDeA:

http:/ / www.idea.

gov.uk/ procurem
ent

See Key Questions
for further
guidance on this.
A ‘Suppliers
Guide' is also
available on this
site
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Step 2: Carry out an assessment of supplier value and readiness;
use consistent criteria for selection and monitoring of suppliers

Supplier
analysis is an
essential first
step

Manual
supplier
analysis

External
analysis
services

Early
introduction of
a simple e-
ordering tool
can help

A one-step-at-
a-time
approach
avoids the
supplier
adoption
‘road-block’

Although major suppliers can generally be easily identified and targeted,
the strategy for rationalisation of the many remaining lower value
suppliers cannot be developed without detailed management information
of what buyers spend currently, on what and with which suppliers.

This can be derived from a manual analysis of financial ledger data, or
from any system that offers automation of the Purchase Order requisition
and approvals process, such as an Enterprise Resource Planning (ERP)*
procurement module or an Application Service Provider (ASP)** free text e-
ordering facility.

Manual analysis - Identifying key suppliers manually means undertaking
a thorough data cleansing exercise in order to remove non-suppliers,
duplicate records and any other obsolete information from the financial
records. Do not underestimate the amount of time this will take as you may
have to look at retrospective spend over a twelve or eighteen month period.
Doing this is an essential first step as it will significantly reduce the
amount of data that has to be processed in the next stage.

There are external services that provide a data cleansing, matching and
analysis service — these will consolidate multiple entries, match data
against sources such as Companies House records and deliver a ‘clean’
set of records for analysis. Typically this will match up to 80% of suppliers
and return the data within weeks. If you are looking to work with an e-
procurement provider, this might be part of what they can provide. You
should also contact your finance system supplier and ask them if they
can assist in the area of data capture.

We have developed a Statement of Requirements for Supplier Analysis for
you to use if you plan to go out to an external service — see Resources on
this site. Currently we are aware of offerings by Spikes Cavell and Exor
Management Services. We would be interested to hear of other suppliers.

An analysis of financial data only identifies the number and value of
transactions with each supplier. It does not provide the level of
purchasing detail you need to be able to recommend changes in spending
behaviour that will lead to savings.

Purchase Order automation — An ERP procurement module that
automates the purchase order requisition and approvals process will
enable collection and analysis at a more detailed level. If the ERP option is
not available in the short-term, consider introducing an ASP free text e-
ordering solution, which can be acquired as part of a marketplace
offering or as stand-alone software. This can provide the required data
within a few months at a low or even (reported) neutral cost. This needs
100% commitment across the council to the replacement of the manual
requisitioning process with an online screen-based system. If you are
considering this approach, ensure that coding is incorporated, or you will
have to do it manually! (See the Detailed Guidance on product
classification on this site.)

This ‘one-step-at-a-time’ approach allows buyers initially to continue to
use their existing suppliers and communicate with them in the same way
as before. The procurement manager uses the data collected by the
system to influence buying behaviour and to identify suppliers to target
for adoption to e-procurement. A real benefit is that commitment
accounting reports are available, often for the first time.

Implementing a free text e-ordering system seems to require little in the

* ERP: systems
can integrate
financial
management, HR
and procurement

** ASP: you rent
the software
which is available
to end-users via
the web

Tamworth District
Council is
checking every
invoice ahead of
changingits
finance system

Stockton-on-Tees
Council had their
data analysed
externally and
received a ‘clean’
file within 4
weeks

luke.spikes@spik

escavell.net

marc.wood@exorg
roup.co.uk

The ‘one-step-at-
a-time approach’
is being adopted
by Slough, Essex
County and
Districts, and is
being considered
in Somerset, West
Sussex Districts,
Buckinghamshire
Districts, Reading
etc.
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Purchase
cards

Armed with a
supplier/
spend
analysis, you
can target key
suppliers

way of change management and training. It means that supplier adoption
can then take place over time, no longer creating a road-block to
implementation. Contact nepp@maginist.co.uk if you require more
information on the one-step-at-a-time approach.

Some Councils have started to use Purchase Cards. Although the use of
these cards only provides information after the transaction (so does not
bring compliance savings) it does eliminate the invoice-matching and
payment stages so saves on process time and resources — NB at a cost to
the supplier. Provided that the system has been set up to provide item
analysis reports, this approach can be used to carry out a supplier
analysis, but don't forget that you need to work with each supplier to get
them to accept Purchase Cards - this is not a short-cut.

However you decide to approach it, we recommend that a
substantive supplier analysis is undertaken ahead of any full
implementation of e-procurement. Apart from any other consideration,
it will enable the development of the business case for full e-procurement.

It is strongly recommended that your supplier strategy includes an
assessment of the potential impact of your e-procurement programme on
local suppliers - see Step 3 below.

Once you have reliable information about suppliers you will then be able
to identify:-

e How much is spent annually on procurement

e What goods and services you procure

e The prices you pay for strategic goods and services

® Your biggest spending departments

e Who areyour regular suppliers (over a 12/ 18 month period)

e How many orders are raised with each supplier and how many
payments are made

e Why you buy from particular suppliers (could be on price, quality,
local added value etc)

Armed with this information you can then identify which suppliers you
wish to approach concerning e-Procurement and begin to assess their
readiness — see overleaf. Don't forget that assessing value must include all
the Council’'s concerns, not just financial value - including quality,
sustainability, equal opportunities etc. See below for more on assessment
and pre-qualification.

Bringing high value incumbent suppliers onto the e-procurement system
is only part of the story. A lot of purchasing will want to continue to use
local suppliers on an ad hoc basis where they can add value through their
local knowledge, rapid response or specialist services. The challenge is to
find ways to give buyers access to accredited suppliers when they need to
find goods and services that are not on the online catalogues within the
system. See our Key Questions and Detailed Guidelines on this site for
help on this.

The SOR for
supplier analysis
and impact
assessment is
provided under
Resources
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Supplier
readiness
assessment

Look for
suppliers who
are

Ready,
Willing and
Able

to trade
electronically

Your approach
to supplier
adoption
should be
based on the
type of
purchase

Don't let IT
readiness
dominate
supplier
selection

Once there is a reliable list of suppliers, an assessment of their readiness
needs to be carried out. This can be done using a simple template such as
is provided below:-

Suppliers will generally fall into four distinct categories i.e.

1 2
Ready, Willing and able Willing but unable

Work with Business Links etc to
provide training and support

Not many smaller suppliers in this
category yet. Prioritise and ensure that
they get a lot of credit and publicity

3 4
Unwilling but able Unwilling and unable

This could be down to cultural issues
or your lack of influence. Implement
communications programme, sell
benefits

May have to make some painful
decisions about continued trading.
A compliance approach may be
needed

Collecting the data for this analysis can be done as you communicate
routinely with suppliers for other reasons, supplemented if required by a
specific initiative as part of your communication programme — see step 3.

The approach you take to supplier adoption depends on the type of
purchase.

The term ‘e-procurement’ covers all the steps on the purchasing process,
from sourcing products and services and approving suppliers, through the
tendering, auctioning and ordering processing to invoicing and payment.

Different kinds of purchase will benefit from e-enablement at different
stages of the purchasing process. This in turn will determine what kind of
readiness you will look for in your suppliers. For example if you are
buying from a distributor’s web site or an e-marketplace then you will be
looking for suppliers who can streamline the processes of ordering, order
tracking and invoicing. If you are undertaking a building project you are
looking for contractors who can respond to tenders on line and receive
drawings by email.

The table overleaf is designed to help to start to divide up your supplier
adoption approaches according to the different types of purchase. For the
purposes of simplification there are only four different generic types of
purchase in this table. In your own case you may need to split out up to
ten generic types, taking into account your own arrangements for
outsourcing and de-centralised purchasing, which will vary from
authority to authority.

It is important to separate what you require of your suppliers in general
terms (the top two sections of the table) from what you require of your
suppliersin IT terms (the bottom section).

At this stage you need to start finding out what systems suppliers are
connected to and what systems they can connect to directly. But NB: If
your selection of suppliers begins to be too influenced by their IT
readiness, or the compatibility of their IT processes, then you may be
putting barriers in the way of purchasing the best value product or
service.
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Product/Service

Stocked Product

Labour+Materials

Service Contracts

Bespoke services

Example

Consumables

Big projects and

Supply teachers,

Eg research

Furniture products eg cleaning agencies, |consultancy,
Food construction, IT |maintenance staff etc |Programme
systems etc management
Pre-Qualification Requirements in terms of competencies
HR - H&S, Equal ops, IIP,
Insurance - liability pii etc *e 0 *e 0 *e0
Project Management ‘e ‘e
Order Processing e L XK J
Financial Stability ¢ ‘e ‘e ¢
Responsiveness — Speed *40 *40 00 ¢
Responsiveness — flexibility |[¢ ¢ ¢ *4 0 e ¢
Legall/ipr/contractual skills ‘e *e *e
Procurement Mechanisms
RFQ —informal 3 quotes ‘o0 ‘o0 e
Formal tender 3 quotes *e *e *e ‘o0
Tender OJEU ¢ *e 0 e e
Approved Catalogue ‘o0 ¢ ¢
Auction ¢ ¢
Ad Hoc Purchase ¢ ¢ ¢
Contract Call Off *e ‘o0 ¢
Purchasing Processes where supplier adoption requires IT readiness
Receiving Tenders online ¢ 00 ¢ ¢
Submitting Tenders online ¢ ‘e ¢ *e
Ordering Online 00 e
Ordering by Email ¢ *e *e *e
Order Tracking Online *e0
Reporting Contract History *e
Purchase Invoicing by Email |¢ *e *e ¢
Purchase Invoicing by Batch
Import ¢+ ¢+
Purchase Card Ordering and
Payment ¢ ¢

Key: The 4 ¢ ¢ s indicate level of importance, so ¢ is not very important while ¢ ¢ ¢ indicates high

importance.

NB The rankings shown here are only meant as an illustration .Quantifying the importance of these aspects
of your relationship with suppliers will depend on your own interpretation and there is not right answer.
However doing the exercise will help you focus on some issues with greater clarity and start you asking
different and important questions.
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Use consistent
criteria for
selection and
monitoring of
suppliers

Incorporate
accreditation
of suppliers
into your
strategy

Performance - Retention of existing suppliers and selection of new
suppliers is an important part of gaining compliance and improving
procurement. Currently assessment of suppliers, except for the largest
contracts, is seldom done on the basis of an objective, auditable and
consistently applied set of criteria. These should be driven by the
Council’'s policies on quality, sustainability and environment, equal
opportunities, Investor in People as well as financial stability and track
record of the company.

These criteria should be applied when selecting a supplier and should
also inform assessment of their performance —ie did the supplier meet the
expected standards in those areas where their perceived strengths won
them the contract. However, too often there is little connection between
the selection criteria and the measurement of performance (if performance
measures are applied at all).

In the absence of any easy-to-use online tools, buyers should be
encouraged to set out clearly why they are selecting a supplier
(particularly if it is intended to use a supplier outside an existing contract
for similar goods and services) and should be asked to feed back an
assessment of the supplier’s performance on completion of the contract,
for transactions above a certain ceiling. We believe this should be a
feature of online e-sourcing tools to assist buyers to do their job better
and have presented these arguments to the NePP Service Providers
Advisory Group.

Prequalification - accreditation of suppliers is a valuable means to
ensure quality or supply and essential for higher value transactions. At
present, approved supplier lists are often maintained by departments or a
central contacts or procurement function. The use of such lists in a
manual purchasing system is often haphazard. The process of pre-
qualification is quite arduous for a small supplier and the lists are not
always kept up to date - they have been discontinued in some Councils.

An increasing number of Councils are opting for an external accreditation
and monitoring service which reduces the load on the procurement
function and sets standards which can be adopted across a number of
Councils, enabling easier access for accredited suppliers. However this is
usually confined to the top 200-300 suppliers in sectors such as
construction.

In an electronic procurement system there is the potential to build in a
standardised basic level accreditation of all suppliers as part of their
adoption (with additional criteria set for higher value or specialist
contracts). This can be achieved via a self-registration form on the
Council’s ‘Supplying to us’ web pages or using an online external service
linked to the recruitment of suppliers to e-procurement.

Accreditation is a useful way to encourage suppliers to aspire to the
Council’s quality, equal opportunities and sustainability standards. There
is further guidance on this subject in the detailed guidelines on this site

This argument is
set out in a
Discussion Paper:
Automating
Supplier
Relationship
Management
Processes, on this
site.

See Detailed
Guideline:
Towards a Unified
Approach to
Supplier
Prequalification
and
Accreditation, on
this site
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Step 3: Communicate with your suppliers;
put in place a supplier development programme

Think about
communicating
with your
suppliers as
early as
possible

A clearly scoped Supplier Relationship programme is vital to the success
of your e-procurement project.

Communication with suppliers should be planned well in advance and
started in time to give them early warning that trading with the council
will change. Don't forget that suppliers are businesses. They need time to
evaluate the impact these changes will have on their own processes, staff
skills, training needs and IT. However experience shows that giving them
too much time (e.g. more than 6 months) is not particularly beneficial,
especially for the smaller companies which do not plan that far ahead.

The content and frequency of communication with your suppliers will
depend on your relationship with them e.g.

High

Commitment

~0®T 3 —

Volume
Suppliers

Regular Suppliers Participation
who offer good

value

One off Suppliers or
occasional low value items

Awareness

Qs T0O

Low
Volume/Value

Supplier communication activities are normally implemented and
managed in three stages: Awareness, Participation and Commitment,
described overleaf.

Don’t leave communication with suppliers to others to do — experience
from early adopters was that leaving this to the external organisation
contractually responsible for supplier recruitment does not work.
Suppliers will respond only to a meaningful dialogue with their customer.
If that means involving the buying department, then insist on their active
support. The Kick-Start model adopted by Bristol City Council uses these
principles and is showing excellent results.

Typically the communications programme will follow an established path
that integrates with internal communications with the buyers.

Further help on
communicating
with suppliers is
provided on this
sitein:

Key Question 3:
How can | get
suppliers to
commit to e-
procurement?

The Bristol Kick-
Start case study
is under Supplier
Case Studies on
this site

See Resources on
this site for an
example of an
integrated
communication
plan
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3-stage
programme

The
Awareness
Phase

The
Participation
Phase

The
Commitment
Phase

The three stages of supplier communication are based on the commitment
curve illustrated below:

HIGH A Training
Communidatioh -
-
=
(]
% Commitment
>
©
>
c
k)
o
o o..a o
=] Participation
a
Awareness _//
LOW
>
Strategic Design Integration Implementation

The first phase is to register the e-Procurement strategy with all suppliers
and to make them aware of the council’'s future requirements. This
communication should be clear, uncluttered and coherent. It does not
need to explain the Council’s plans in detail or go into the technical
aspects, but it does have to spell out the implications for suppliers. It
should be timely —don’t leave this to the last minute.

The Participation phase will target regular suppliers, giving them more
detailed information about how to trade electronically with the council
and seeking the information the Council needs to trade electronic with
them. This will also give suppliers the opportunity to raise any concerns
so that this information can be fed back into the project at an early stage.
This will be achieved by a combination of written communication and
interaction at Supplier Days and Supplier Fairs. These are very useful but
need significant resourcing. Getting suppliers to come to events is not
easy — plan to include telephoning those you particularly want to see, for
example local companies. Invite elected members and prominent
business leaders to give the events higher profile in the local press and
collaborate with Business Links etc to ensure adequate funding and
support on the day.

Don’'t underestimate the time and effort needed to collect the data you
need to input to the e-procurement system. Clearly the more
comprehensive the form, the more information you will get about the
company'’s ability to trade with you electronically, but it will also be more
difficult to obtain. You need to make a judgement as to the time and
resources you can commit to chasing and analysing the data and adjust
the strategy accordingly.

The Commitment phase is to secure the involvement of key suppliers,
overcome any barriers and work with them to ensure that the project is
delivered successfully. This is usually done by inviting the supplier to
attend a workshop or arranging a meeting (or meetings) involving a senior
manager to represent the supplier and the relevant buyer or budget-
holder and the procurement manager for the Council. Don't just use email
or general communication methods with your top suppliers and don't
forget that there has to be a pay-back or some advantage for the

suppliers, or they won't participate.

See Resources on
this site for
examples of
initial awareness-
raising letters and
follow-up letters

See Resources for
sample supplier
information
request forms
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Put in place a
Supplier
Development
programime

You can use
external
partners to
work with
SMEs

You may not
have the clout
to insist

Don’t accept
changes in
Ts&Cs

Suppliers’ own
change
programmes
also take time

Work with key
suppliers

Having identified your strategic suppliers and assessed their readiness, a
supplier development programme needs to be put in place to bring them
onto the e-procurement system. This will obviously focus initially on those
suppliers who qualify as both strategic and ready but also needs to
include work with strategic suppliers who are less ready and who might
be unwilling to invest in making the necessary changes, particularly local
companies that might be important to the local economy.

The key to success is recognising that suppliers see the technical and
process changes you require them to make as only one aspect of their
relationship with the Council. As discussed, they will respond best to a
dialogue with the budget-holder about how to develop the relationship,
optimise processes and ensure sufficient throughput to justify the costs of
change. (NB this is dependent on your being successful in getting your
staff to place orders electronically with preferred suppliers). ldeally it
should be possible to find cost and other benefits for both parties.

Supplier development programmes are well-established in private
industry, less so in the Local Authority sector. Importantly, the best of
these include reaching out to the 2nd tier suppliers (sub-contractors), a
subject covered by the Better Regulation Task Force report, now adopted
as government policy.

It is clearly not tenable to work in this way with every supplier. However,
for the smaller suppliers there are good examples emerging of Councils
working with an e-commerce service provider which provides the
necessary low-cost, high-support route to e-commerce for the smaller
companies. This can include assessment of readiness and added value.

Local Authorities are often not seen as a strategic customer by the largest
suppliers and consequently they may have little influence when it comes
to proposing how they wish to move to electronic trading. Major suppliers
are also experts at managing their customers in pursuit of business and
profit margins, so they may try to impose conditions and suggest new
terms in exchange for making the change to e-trading.

One strategy to deal with these suppliers is to get together with other
Councils — see Step 6. Sharing information about supplier tactics can
bring greater negotiating power - presenting suppliers with a single
combined market is an even better enticement.

It should not be necessary to renegotiate terms and conditions with an
existing supplier in order to get them to move to e-trading. If this is being
suggested, contact other Councils who have experience of this such as
those involved with Roses and London Marketplaces or IDeA Marketplace.
Email the Supplier Adoption team and we will point you in the right
direction.

But remember that large suppliers may be reluctant to make the changes
you require for very good reasons. Often they have already invested in a
website and may also have a presence on another marketplace. In order to
make process savings at their end they may have to change their systems
qguite extensively and develop integrated and automated ways of handling
orders to replace existing manual processes — not something that can be
done quickly. So even if they have begun to adopt e-commerce solutions,
it may take them longer than you would like to complete this
transformation.

Where this is the case, work with the supplier to identify the changes they
can make — for example: receiving orders by email, consolidating invoices,
accepting BACS or purchase card payment and agree a forward plan to
achieve the remaining changes.

Look for the
Thurrock and
Haringey case
studies on this
site for an
example of how to
work with local
suppliers

The government’s
response to the
Better Regulation
Task Force
recommendations
is at:
www.brtf.gov.uk/
taskforce/ respons
es%20new/ small

businessresponse
.htm

See the Bristol
case study

The Roses and London
Marketplaces are
trademarks of Best
Value Procurement Ltd

ne imaginist
co.uk
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Step 4: Carry out an impact assessment of local suppliers;
encourage local suppliers where they add value

You need to
understand
the potential
impact of your
actions on
local
companies

Carry out an
Impact
Assessment

Involve your
Economic
Development
group

Link to local
business
support
agencies

Case example

Local suppliers, predominantly small companies, typically provide a third
of Councils’ goods and services, often offering better value than larger
companies according to a report from OGC/ SBS. The rationalisation of
suppliers that is part of the move to e-procurement will have an impact on
local suppliers. It is important that you understand the potential impact
on the local business community before making these changes in your
buying behaviour.

One way to achieve this is to include an impact assessment when
carrying out initial supplier analysis (see step 2). It can form part of your
specification of requirements to an external data cleansing service
provider or you can commission a separate analysis. This appends
company turnover information to the supplier spend data you may have
and identifies those companies who are dependent on the Council for a
significant part of their business (30% or more).

It’s a good idea to involve your Economic Development group as early as
possible in considering the implications for the local business community
— it may be that they have initiatives planned that will be affected by any
rationalisation of suppliers.

Depending on circumstances, those companies that have been identified
as vulnerable might be usefully targeted by the local Regional
Development Agency and Business Link for help and support. Linking to
these agencies should be an important part of your preparation for e-
procurement. We are running workshops in each region during the year to
March 2004 to encourage procurement and economic development
managers in Local Authorities to come together with the local business
support agencies to discuss these issues.

An impact assessment carried out for the London Borough of Newham
identified 400 local companies that would be vulnerable if dropped as a
result of rationalisation of the supplier base during the e-procurement
programme. Many of these were located in the most deprived parts of
Newham where jobs are a priority, as seen in the chart below.

Transactions by Level of Ward Deprivation

90,000 T

80,000

80,000,000

70,000 +
60,000

50,000 - \ 50,000,000
\ 40,000,000

30,000,000

70,000,000

60,000,000

40,000 7

Number of Transactions
Value of Transactions

30,000

20,000 + 20,000,000

10,000 - 10,000,000

10% most 2nd decile 3rd decile 4th decile 5thdecile 6thdecile 7th decile 8thdecile Sth decile  10% least
deprived deprived

Company Location by Level of Ward Deprivation

B Number of Transactions —&— Value of Transactions

Source: Local Futures
A Kick-Start project is now being implemented with Newham’s economic
development unit to target valued local suppliers to assist them to adopt
e-commerce.

Smaller supplier..
...better value? at

http:/ / www.ogc.qg
ov.uk/ embedded

object.asp?docid=
2077

Use the
Specification of
Requirements
under Resources
on this site for
supplier analysis
and impact
assessment

See Events at:
www.nepp.org.uk
And reports on
the workshops
under Resources
on this site

The Newham
Supplier Impact
Analysis is under
Supplier Case
Studies on this
site

This is using
Bristol’s
experience — see
the case study on
this site
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Encourage
local suppliers
where they
add real value

Include a ‘How
to trade with
us’ page on
your website

Below OJEU
there are
opportunities
to encourage
local suppliers

It is incumbent on Local Authorities to support and encourage the local
economy — it is implied in the definition of Best Value — see our Key
Question paper on this site for more help on this. In this context most
Councils encourage local companies to trade with them and other
organisations in the public sector — more can be done if that is a priority
for your council.

Byatt recommended that all councils provide such information and
guidance for suppliers on their websites and this is now a requirement in
the National Procurement Strategy for Local Government.

Unlike in the US where public sector bodies are required to support local
ethnic minority businesses, EC regulations preclude positive
discrimination of local suppliers in allotting contracts. And procurement
managers should in any case be concerned in the first instance with best
value above all other considerations.

However below the OJEU thresholds there is scope for some proactive
work improving local companies’ visibility with buyers (provided it does
not open up the possibility of being accused of unfair practices) to
encourage local companies to bid for Council contracts where they can
add real value.

Examples include:

e Leeds, where local construction companies are being notified of work
and are able to access the tender information via the Council website

e Thurrock, where the work done by the purchasing manager to
encourage and educate local companies has increased the number of
local suppliers from 1% to 25%.

e NEPO and Source Derbyshire, where the Councils have developed
online portals aimed at increasing access for potential suppliers,
including contract details, advice and contacts.

e The Haringey Local Works Project (LWP) which is aimed at assisting
SMEs become ‘fit to compete’ for contracts from Haringey Council and
a range of purchasers.

These initiatives are focused on raising the companies’ awareness of
potential opportunities for work and helping them develop the capability
to understand and cope with the Council’'s requirements, ahead of any
tender.

There are also examples of Councils, such as Nottingham, managing to
influence large contractors (eg in outsourced contracts) to use local
companies, although examples where this has been successfully written
into the contract are rare.

However there is much uncertainty and little guidance about what
Councils can and cannot do to encourage local suppliers within EC
regulations. A detailed guideline has been scoped to address this gap and
is available on this site. This deals with the European Commission Treaty
and EU and UK Regulations in relation to Public Sector purchasing. It
indicates what you can and cannot do to encourage local suppliers within
the legal and regulatory framework, with case study examples.

Key Question 4:
How can | take
into account Best
Value in its
widest sense?

Examples of ‘How
to trade with us’
web pages are
provided under
Resources

See under
Supplier Case
Studies for more
information on
these examples

http:/ / www.nepo
portal.org

www.sourcederby
sire.co.uk/

See Detailed
Guideline:A legal
and policy
framework
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Step 5: Put in place an e-content strategy

Standard
classification
is essential

Managing
electronic
catalogue
content

Product
content
management
systems

The basis for any e-procurement system must be a standardised set of
descriptions and product codes, using a recognised classification system
that is accepted and used by buyers and suppliers alike. There is no
single agreed approach but some progress is being made to arrive at one
or two systems that satisfy the needs of Local Authorities — see the
detailed guideline produced for SOPO, reproduced on this site.

Moving to an e-procurement system means accessing supplier
information online. This might be via their website, but increasingly it is
via an electronic marketplace which will allow all your staff to access the
suppliers you want to use, with products and services described and
priced according to their contracts with the Council. This means that you
have some control over the format and content of the catalogues, which
means you have some decisions to make on what you want.

Online catalogues allow the presentation of rich content, including
marketing collateral, documentation, specifications and prices. Suppliers
will want this to reflect their products and services in the best light,
showing where they add value and differentiating their online offerings.
On your marketplace you will want to regiment this to some degree to
ensure efficient searching and quick location of products and services and
the minimum of variation (variety increases training). Suppliers that
already have online catalogues may have chosen a structure and format
that differs from the structure and format you need, to make the most of
your e-procurement solution. This tension needs careful management.

Product content management systems have evolved to address the issues
of managing the product data from disparate sources, giving you more
control over the way the content is displayed and organised. The product
content management system can also support regular updates to the
content efficiently and support review and approval by the relevant
stakeholders e.g. the purchasing team can be advised and approve any
price or product changes in the electronic catalogue.

Any solution you select should provide the functionality to aggregate
multiple datasets into a common structure to facilitate product
comparison and improve the likelihood of a search returning a meaningful
subset of products to the end user across different suppliers.

In choosing a content strategy the requirements of the organization and
its content needs must be understood. The types of issues are:

e Doyou intend to follow an industry standard classification system
and are suppliers likely to already support this standard?

e Does the existing functionality of the e-procurement solution allow the
import of different formats of catalogue efficiently?

e Can the supplier maintain his content effectively and efficiently?

e Where catalogue aggregation is required does the current e-
procurement solution support it?

If the answer is no to these questions, then before choosing an e-
procurement solution the functionality of the product management
system within the e-procurement solution must be examined against the
type of purchasing undertaken. If you have not yet specified your e-
procurement platform, look for one that supports standard formats

and/ or has comprehensive supplier content management as part of the
core product.

See Detailed
Guideline:
Towards a
standard
procurement
classification for
local government

For more help on
this, see:

Key Question 2:
What will make e-
procurement
attractive to my
suppliers?

and:

Detailed
Guideline:
Building a
supplier-friendly
marketplace
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Step 6: Develop collaborative relationships

Collaboration
is a key
ingredient to
e-procurement
success

Example

Combined
data cleansing
and impact
assessment

As a Council develops its e-procurement programme it needs to be aware
of the opportunities for collaboration with other public sector
organisations, leading to economies of scale and reduced process and
costs through shared contracts, shared learning and use of scarce skills
and resources.

The Council should also recognise the opportunity for it to play a leading
role in supporting the e-enablement of its local business community
(where typically it will derive 30% or more of its suppliers) and build this
into its supplier adoption programme.

Proactive initiatives such as the Bristol cross-over initiative and the Essex
e-Procurement Stakeholders Group are models which are providing real
value to all parties.

Collaboration is the key to management of major suppliers. The five
Boroughs who came together to form the London Marketplace* found that
they had greater leverage on major suppliers to stop them dictating terms,
learned from each other and accelerated their own learning curve and all
benefited from the strengths of each participating Council. This included
outsourcing experience, e-tendering, e-auctions and placing temporary
staff contracts online.

Smaller councils and those that already work together (such in
purchasing organisations) will find real benefits from collaborating in the
planning and implementation of e-procurement. Suppliers are more
attracted to the aggregated spend and it offers opportunities for sharing
costs. For example, a group of councils in the South of England are
carrying out a data cleansing exercise on their combined supplier lists.
This will enable them to identify shared suppliers and assess the potential
impact on the wider business community.

Similar examples include councils in Buckinghamshire, Nottinghamshire
and the North East (NEPO: (North East Purchasing Organisation).

Collaboration with external strategic partners such as Business Links and
Regional Development Agencies (RDAS) is the key to success in attracting
and supporting local companies. It also opens doors to additional funding
opportunities for your e-procurement programme. RDAs in particular are
keen to collaborated with local councils and so are the government’s
training organisation: Learndirect. They may have budgets allocated to
helping SMEs attain the competences to trade online.

There is more guidance to help you on these aspects of supplier adoption
available on this site.

* The London Marketplace is a trademark of Best Value Procurement Limited.

See the Bristol
and Essex case
studies under
Resources

For more help on
collaboration

See Key Question
6: How can |
collaborate with
other partners to
boost my supplier
engagement
programme?

and:

Key Question 5:
How can | bring
in other sources
of funding to help
with my supplier
adoption agenda?
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Section C: Supplier Adoption Checklist

Adapt and use this checklist to establish your supplier adoption status and to monitor and communicate your progress
Red = urgent need to action = some work done  Green = target achieved

Supplier strategy

Do you have:

e Cabinet/ Executive/ Management Team understanding of the strategic issues and opportunities

e Political and senior management champion for e-procurement and supplier adoption

e Sufficient resources allocated to communicating with suppliers

e A coherent policy for dealing with local suppliers

Have you:

e |Involved relevant departments

e Recognised the need for local buying decisions in your strategy

e Taken into consideration the suppliers’ needs

e Dealt with how to avoid the ‘supplier adoption road-block’

Supplier assessment

Have you:

e Carried out an analysis of your supplier base and spend

e Carried out an assessment of supplier readiness, identified those ready and willing to trade electronically

e Based your approach to supplier adoption on the type of purchase

Are you:

e Selecting suppliers based on the Council’s policies on quality, sustainability etc

e Assessing suppliers consistently and objectively

e Using selection criteria to develop and apply Key Performance Indicators

e Feeding back performance assessments to suppliers

e Regularly monitoring approved supplier lists or using an external accreditation service

Communication with suppliers

Have you:

e Planned your communication approach

e Contacted all your suppliers to raise their awareness

e Given regular suppliers more detailed information about how to trade with you electronically

e Collected all the information you need to trade with suppliers electronically

e Secured the commitment of key suppliers

e Gained the involvement of the buyers and budget-holders

e Put in place a supplier development programme

Encouraging local suppliers

Have you:

e Carried out an impact assessment of local suppliers

e |nvolved your Economic Development group

e Linked up with local business support agencies

e Included a ‘How to trade with us’ page on your website

Are you:

e Working with local suppliers to encourage them to bid for non-OJEU contracts

e Influencing your major contractors to use local firms

e-Content strategy

Have you:

e Agreed on an industry standard numbering system

e Selected a solution or opted for a 3rd party content management system that supports standard formats

Collaboration

Are you:

e Working collaboratively with other public sector organisations to implement e-procurement

==lll==ll==l=z=zlll======zll|====c)==zl=z=z]-===

e Playing a leading role in supporting e-enablement of your local business community
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