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Buying into

e-procurement

he days of business-to-business
(B2B) buying and selling
through manually intensive
activities are quickly and inex-
orably going the way of the
dinosaur. Largely focused on transac-
tion processing, this long-established
approach has added little if any value
that companies could leverage for
competitive advantage—and so it is
being supplanted by a new business
model that promises enterprises the
ability to significantly
improve their competitive
. position through buying

g, and selling processes.
This new approach is
based on e-procure-
ment technologies, and, according to
Deloitte Consulting, Wilton, Conn.
based consulting firm, it represents a
major paradigm shift in B2B
practices.

Under this new paradigm, formerly
cumbersome business transactions
become seamless as buyers and suppli-
ers are linked via the Internet or
intranets.

A recent Deloitte survey finds that
more than 90 percent of businesses
indicate that e-procurement is a part of
their on-going business plan—with

more than 30 percent having already
implemented this new capability to
some degree. Leading the transition to
e-procurement are some forward-
looking companies in the fields of
high-tech manufacturing, financial
services, and telecommunications—
all of them quick adopters of the Inter-
net and other leading technology solu-
tions, and therefore best positioned to
take advantage of the opportunities
offered by e-procurement.

According to Aberdeen Group,
Boston based analyst firm, more intense
competition, emerging technologies, and
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. Automating direct procurement can enable
Jfaster cycle times, making a manufacturer
more responsive to the market.

fast-changing global markets have
been the principal drivers moving busi-
nesses to identify new strategies for
attaining improvements in productivity
and cost management. E-procurement
has emerged as one of the strongest
means of attaining these goals.
Aberdeen’s research indicates that early
adopters of Web-based procurement
have realized significant reductions in the
burdens and costs associated with oper-
ating resources purchases, resulting in
corresponding improvements in profits.
Most user organizations have been able
to realize a return-on-investment (ROI)
of greater than 300 percent on Internet
procurement automation within the first
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year of deployment.
Such dramatic return
is speeding the pace of deployment.

Stephens, a Little Rock, Ark. based
consulting firm, finds that e-procure-
ment solutions are moving from the
early adopter stage to rapid adoption
by mainstream companies across a
broad range of industries. A signifi-
cant driver of this transition is the
trend to mass customization—the
ability to crank out products at the
scale and speed necessary to provide
individually configured products to
businesses and consumers in a short
period of time.

In this rapidly growing market, a
range of providers has emerged—and
has ratcheted up competition in the
sector to intense levels. These
providers offer a range of products that
include solutions initially designed for
procurement of indirect goods (as seen
in products provided by MRO.com and
Commerce One); specialized solutions
for direct procurement (like those from
SupplyWorks and Agile Software);
end-to-end solutions like those of Pro-
cureNet; and e-procurement solutions,
from enterprise resources planning
(ERP) system vendors.

Manufacturers are not only beginning
to reap the benefits of these solutions;
they are also able to quantify these ben-
efits in detailed comparison to their for-
mer procurement practices. Companies
such as Atlas Services have taken a
close look at their e-procurement initia-
tives, and are proving these systems
bring rapid return on investment.

Multiple sources of savings

All e-procurement solutions aim to
deliver ROI by improving the efficien-
cy of purchasing personnel. automat-
ing the approval cycle, enabling nego-
tiation of better contract pricing,
leveraging existing contracts more
effectively, and reducing off-contract
or “maverick” purchases.

“Companies can attain a new set of
benefits by using e-procurement to
purchase maintenance and repair
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materials,” says Colleen McCretton,
product marketing manager at
MRO.com, Bedford, Mass.

The potential costs and complica-
tions of raising the highly detailed
purchase orders required for mainte-
nance and repair materials are gener-
ally much greater than those for, say,
office supplies purchase orders.

“If you get the wrong type of pen,
the business implications are not the
same as if you get the wrong type of
bearing,” says McCretton. The wrong
bearing could result in a production
line going down—directly impacting
company revenue.

According to McCretton, the ability

“In our experience, savings come
from four major areas,” says Lane
Kato, director of product marketing at
Commerce One, Pleasanton, Calif.
“One—extending ordering to front-
line employees while maintaining
existing business rules; two—increas-
ing compliance with corporate con-
tracts; three—lowering procurement
transaction costs through elimination
of non-value-added and redundant
processes; and four—Ileveraging cor-
porate spending to negotiate favored
trading terms with channel supply
partners.”

Workflow and process improve-
ments typically come from pushing

E-procurement: cost benefits
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Epicor Software, Irvine, Calif., an enterprise software vendor, believes that the significant
e-procurement ROl comes from a combination of factors, including decreased procurement costs,
increased vendor discounts, elimination of “maverick” buying, and typical 25 percent+

operational cost reduction. Source: Epicor

to trace information back to the equip-
ment being used is key to correctly
identifying parts and tracking their per-
formance. If you can track the frequen-
cy with which you are replacing a par-
ticular part on a particular piece of
equipment, you may discern a pattern
that will allow the conversion of a
recurring spot buy to scheduled mainte-
nance. Or by substituting a part from a
different manufacturer, you may be
able to improve performance and
reduce the frequency of replenishment.
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procurement to users’ desktops, mak-
ing it “self-service,” and replacing
manual processes for requisitions,
approvals, receiving, and payment rec-
onciliation with electronic substitutes.

Making the in-house purchasing
process more convenient, comprehen-
sive, and faster can reduce maverick
purchasing. A number of studies have
documented that maverick purchasing
can be a significant factor in mainte-
nance, repair, and operation (MRO)
procurement, so that even a moderate



reduction in this
practice can have a
measurable impact
on total procurement costs.

Direct procurement savings take on
a different form than indirect and
MRO purchases. Direct procurement
refers to the purchasing of materials
and parts needed for the manufactur-
ing of finished goods.

“Opportunities for savings and
improvements in direct procurement go
beyond those in indirect procurement
because direct procurement is inherently
more strategic, impacting manufacturing
performance, competitive advantage,
and customer satisfaction,” says Jeff Her-
rmann, president and CEO of Supply-
Works, Bedford, Mass. a provider of
B2B e-commerce services that empower
manufacturing procurement.

Automating direct procurement can
enable faster cycle times, making a
manufacturer more responsive to the
market. Significant savings can be
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obtained by streamlining the process
of order reviewing, submission, and
order confirmation, as well as provid-
ing better overall order management.
This results in fewer parts shortages,
reducing the need for large inventories
to buffer the supply chain.

“The competitive and strategic
aspects of improving direct procure-
ment may be priceless,” says Her-
rmann. “They may substantially
enhance a company’s competitive posi-
tion or even enable its survival.”

Among the strategic benefits that
Herrmann cites as being realized
through improved direct procurement
are more nimble manufacturing
processes, better customer service,
stronger supplier relationships, and
more accurate measurement of per-
formance indicators.

“In the high-tech manufacturing
industries that we focus on, shrinking
product lifecycles and constant product
revisions make faster time-to-market an

M Another portal in the storm

imperative,” says Carol Schrader, a vice-
president at San Jose, Calif.-based Agile
Software. “Our direct procurement
solution, Agile Buyer, allows companies
to reduce a typical quoting and procure-
ment cycle of three-to-four weeks to a
matter of days—or even hours.”

Such time savings can empower
companies to get their products to
market weeks faster than before,
resulting in growth of both the top and
bottom lines.

“Dramatic savings are realized from
a wide variety of sources,” says Terry
Stark, director, procurement applica-
tions for Redwood Shores, Calif.-
based Oracle Corp. “Aggregating
purchases can dramatically decrease
the price per unit of goods, while sup-
plier consolidations can position a
company to negotiate much more
favorable contracts. By automating
procurement tasks, companies find
new efficiencies, because their pro-
curement experts are able to focus on

New Web site delivers business essentials to manufacturing managers

At National Manufacturing Week
held March 13-16 in Chicago,
Made2Manage Systems,
Indianapolis, announced it launched a
new Web portal called m2mEport.com.
The new e-Business Web site promises
to provide small and medium-sized
manufacturers with an end-to-end
solution for opening markets,
strengthening relationships, and
streamlining operations.

Through its m2mEport portal,
Made2Manage Systems, a provider of
enterprise business solutions for small
and medium-sized enterprise
manufacturers, is offering “an easily
accessible, affordable vehicle for
delivering e-business essentials, such
as maintaining a strong back-office
operation, integrating value chain
applications, and enhancing
information exchange within
organizations and between trading
partners,” says Christopher Clapp, a
vice president for Made2Manage.

“To succeed in this new e-Business
economy, manufacturers are turning
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to the Internet to remain competitive
and to grow their businesses,” says
Clapp. “Made2Manage developed the
new m2mEport to help small and
medium-sized manufacturers engage
in e-Business in a practical,
actionable way.”

m2mEport.com is a comprehensive
Web site for running businesses. It
features a Collaboration Center and
Marketplace where manufacturers can
find new supplies and equipment and
engage customers and partners in the
design of custom products. The site
also incorporates education and
knowledge centers, which contain
Made2Manage’s Time2Value tools,
advanced distance learning offerings,
and other information resources to
support manufacturers in their efforts
to educate employees. As part of the
m2mEport.com launch,
Made2Manage Systems makes its
debut as an application service
provider, using the new Web site to
offer its Made2Manage enterprise
business system. Made2Manage will

provide support and hosting of the
application via a relationship with
Santa Clara, Calif.-based Allegrix.
Additionally, Made2Manage has
recently entered into a partnership
with VerticalNet, Horsham, Pa., to
make three VerticalNet manufacturing
and metals vertical business-to-
business market communities
available on the site.

“The rise of e-Business presents a
new set of threats and opportunities
for small and medium-sized
manufacturers, and m2mEport.com
was developed specifically to address
those issues,” said David B. Wortman,
president and CEO of Made2Manage.
“By providing a Web platform on
which to conduct business,
Made2Manage is supporting our
customers by accentuating their
strengths of agility, focus, and
responsiveness, while at the same time
reducing the systems and resource
requirements necessary to compete in
the e-Business arena.”"—Marry Weil,
Contributing Editor
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t was for Pitney Bowes until

they discovered VendorSite” —

Eventra’s direct material
supply chain solution that lets manu-
facturers and suppliers collaborate
on and exchange real-time planning,
shipment and remittance information
over the Internet. Information that
used to take hours, days or weeks to

exchange is now instantly accessible.

Now Pitney Bowes vendors need
only Internet access and a standard
Web browser to meet the company’s
complex scheduling requirements.
Best of all, there is a collaborative
environment that has never before

been possible.

Optimize your supply chain.
Call us toll-free at 877-EVENTRA
for an interactive demo.

Or visit our

website at www.eventra.com.

eventra
@ Shaping EC solutions for

the heart of your business™

€€ We are working in a Just-In-Time and
Vendor Managed Inventory environment and after rescarching
all the possibilities, only VendorSite delivered a solution that satisfies
both our suppliers and us. Our product parts planning is
more cfficient and that is helping us to get more products
to more customers more quickly.33
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