
[image: image1]


        
[image: image2]









[image: image3]










[image: image4]
NOTE: Supplier 1 represents the first level of “supplier engagement” in which the broadest numbers of potential suppliers are contacted.  As you progress through levels 2 to 4, the number of potential suppliers are reduced, which results in a steady increase in buyer price mirrored by a corresponding decrease in supplier profit. 

Key Findings/Observations
· This analyses relates directly to commodities that display a Dynamic Flux characteristic such as Indirect MRO products
· The further away from the transaction center or core (i.e. Buyer) the lower the buyer price and the higher the seller profit

· The key is for the Buyer to go as deep as possible into the market’s supply base – engaging the broadest number of potential suppliers possible

· When a vendor rationalization strategy is applied across an enterprise’s entire spend, in which commodities displaying a Dynamic Flux characteristic are included, a negligible percentage of the total available savings is passed through to the Buyer
· The majority of all traditional (i.e. ERP-centric) vendor e-procurement applications have been developed to minimize supplier engagement in terms of overall supply base development and utilization.  Therefore vendor rationalization is a by-product of technological limitation versus true operational efficiency

· Ongoing advocacy for broadly applied vendor rationalization or reduction continues to be one of the most detrimental strategies with far reaching (negative) consequences
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