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“By Igniting the creative spirit of our people, we
deliver great science and innovative solutions for ‘“m"
Industry, society and the environment”

CSIRO

Centres for youth
education orks with 1, AD
SMEs
Holds 1,800 PhDs,
450 MScs and 1,600
other degrees

- Turns over -
almost $1B

Publishes
>3, 500 papers




The procurement cycle ‘mm'
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Source: Acumen Alliance, 2003



How do people view e-
procurement?

CSIRO




e-Procurement —
How hard can it be?

CSIRO

RUBBISH REMOVAL
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|| Why would you trust a cheap imitation?

6249 7834

Source: The Chronicle, Canberra Jan 03



e-Procurement
Approaches

Commonwealth of Australia

CSIRO




1997: Prime Minister’s
statement Investing for
Growth

2000: OGO Government
Online Strategy

2000: OGO Electronic
Procurement
Implementation Strategy



NOIE e-procurement
collaboration project

Demonstration implementations of e-procurement
systems involving both agencies and suppliers:

lllustrate the benefits of e-procurement, and provide
assistance to early adopters

Accelerate uptake of electronic trading by Government
agencies and suppliers (SMEs)
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e-Procurement
Approaches

CSIRO




Timeline




CSIRO procurement framework
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Outcomes: One strategy

Strategic purchasing a key element:
Management of sourcing
Better value-for-money
Short-term action

e-Procurement support:
Easier purchasing (process support)
Better control (eg, off-contract)
Expense management
Improved purchasing data
Back office system interfaces




Outcomes: Governance




Outcomes: CSIRO trading

marketplace

Stationery
Glassware

Lab supplies
Chemicals

Gases

Engineering services

Motor vehicles
IT hardware
Software
Electronics
Energy

Travel




Outcomes: Real savings

Rationalised suppliers: Reduction in duplication:
Lower cost/TCO Stores
Better service levels Staff
Offsite warehousing Process hassle/cost
Tendering & quoting savings
Order aggregation: Credit card fee reduction
Economies of scale Spend information =
Reduced off-contract neggtiating power

buying



e-Procurement
Solutions




The sellers’ view

Buyer price pressure
High catalogue creation and maintenance costs
Lack of active buyers (so no critical mass)

Doubts about benefits such as reduced
administration, better accuracy, etc



The buyers’ view

Comprehensive survey of supplier relationship
management in ANZ

doing or planning e-procurement
Reasonable satisfaction

Benefits perceived:

Better purchasing data
Reduction in errors
Increased contract compliance



The e-procurement system
vendors’ view

Buy-side e-
==p procurement system

Sell-side web site

3'd party exchange






Solution approaches —reality

Single Vendor? Phased Approach/Opinions
Few, if any vendors, can provide Supplier On-line Catalogues (eg,
all the elements of a complete e- Blackwoods)
procurement solution e-Marketplaces (eg, Westpac
No one vendor is capable of B2Buy, smartbuy™)
providing all the components that Catalogue content services (eg,
will meet the needs of every Cyberlynx/Requisite)

buyer and supplier relationship Simple Workflow (eg, Qvalent —

B2Buy)

Electronic Gateways and
Messaging Services (eg, GXS,
Telstra)

Internet Capable Procurement
Module (eg, SAP EBP)



The e-procurement
continuum

Workflow, Catalogues & Messaging

Option

Supplier Sell-Side
Catalogues

e-Marketplaces (w/o
Integration)

e-Marketplaces with
integration &
Messaging

e-Procurement
Module &
Catalogue Service

Fully Integrated e-
Proc System

Features

User access site
directly
No integration

User access site
directly
No integration

Approved POs from e-
M into ERP

Invoices from suppliers
processed using EMS

Internet capable
procurement module
integrated with ERP
Use of catalogue
service

Most items catalogued
Sending and receiving
electronic documents
with most suppliers
Automated payment and
settlement

Dependencies

Capable Suppliers
(currently limited)
Internet access for
buyers

Engaged suppliers
Internet Access for
buyers

Vendors support

As for previous, plus
‘e’ capable suppliers
ERP configured to
upload POs and

As for previous, plus
ERP decision?
Integration with ERP
Universal internet

As for previous, plus
High rate of supplier
ramping for both content
and messaging

ERP independent ¢ ERP independent Invoices access Other buying organisation
« EMS configured to * Internal catalogue progressing
accept data feeds capability

Benefits Quick to deploy * Quick to deploy « As for previous, plus « As for previous, plus As for previous, plus
Compliance regarding ¢ Compliance regarding « Process improvement « Significant process Scaled based on the
use of supply use of supply improvement number of suppliers
agreements agreements » Extended reach to suppliers

 Standardised requisitioning
and approval process
Costs Minimal * Modest * Modest * Significant As previous, plus
¢ Implementation approx ¢ Implementation approx * License and Significant costs for
$80K $100K implementation suppliers
« Ongoing transaction « Ongoing transaction * $250K plus

Source: Acumen Alliance, 2003

costs

costs for e-M and EMS



Conclusion




Key Issues: Business

Really about organisational change

Good governance & sponsorship essential
Must have overarching sourcing strategy
Role of purchasing professionals important




Key Issues: Systems

No single business process or IT system solution
System requirements:

Front-end simplicity

Supplier integration

Effective automation

Back-end integration

Relevant ‘marketplace’
Aim for a balance of tactical & strategic components

e-Procurement software market still shaking out —
solutions are not obvious




Useful links

CSIRO:

WWW.CSIro.au
WWW.ICt.cSiro.au
WWW.CMmIS.cSiro.au

Consultants:
www.acumen.com.au
WWW.psiconsulting.com.au
www.s2intelligence.com.au
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