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Examine your Purchasing Processes  

  
There is turmoil in the market as President Trump imposes sanctions on 
the EU in the form of import duty and we continue to dither in our Brexit 
negotiations. During this uncertain period, the most important point that I 
can make to any client is that they benefit from the lowest costs possible.   
  
Owners, directors and their advisors must fully understand all aspects of 
their supplier’s business as if they lack the knowledge of true supply 
dynamics or the costs involved in their supply market will become 
unstable and specifications required may not be supplied or may be 
misunderstood.   

  
To achieve “Best Value” procurement it is vital that you understand the 
opportunity open to you, so you can achieve savings and benefit from 
lower costs without sacrificing the quality or levels of service.   
  
You must evaluate the strengths and capabilities of each potential 
supplier’s business. If you lack knowledge of true costs you may cut the 
cost that you pay to your supplies to unrealistic levels and end up with 
supplier default or not receive the products or services that you need.   
  
This can be exacerbated if you are advised to drive down costs to below 
true cost! To ensure that this does not happen when running reverse 
auctions, I advise all bidders not to underbid the market. In addition, being 
aware of all aspects of the market, I would advise my clients as to the 
extent of savings to expect prior to running the auction.   
  
If any supplier underbids the market so that they would lose money if 
awarded the contract, then I exclude them from the competition during the 
bidding process. The results that I have achieved show overall savings 
that averaged over 30%.  
  
  
  

  



 

  
                                          

How do CEOs & CPOs deal with the transition? 
  

The electorate may have indicated that Brexit is the best solution to our 
political and governance needs, but it is causing short-term turmoil to 
businesses. This is not helped by the indecision of Government which has 
caused potentially serious financial and operational problems.   
  
The fluctuation in our economy is worrying and now is the time for CEOs 
and CFOs to take control of costs to obtain “Best Value” supplies and 
services and to be in the best position to weather this storm.  
  
We all need to fully understand our supply requirements and to only use 
quality suppliers. This sounds obvious, but we must be smarter with our 
purchasing than KFC if we are not to mirror their debacle. In this instance, 
DHL agreed with KFC to create a bespoke distribution centre that was 
badly positioned, not suitable and was unable to perform as per their 
contracted need to meet KFC’s requirements.  
  
This showed little foresight and a lack of commercial acumen by all of 
those involved in addition KFC’s supply and services were amalgamated 
to such an extent that the resulting operation was not fit for purpose.  
 
It was the old “Big is Beautiful” fallacy. See http://dld.bz/gQa9r  
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Structure Your Competitions  
  
I advise clients to structure supply tenders in a way that encourages 
competition. To do this they often have to divide each supply into sizable 
portions so that SME’s and midsized organisations can take part in any 
competition on a level playing field with the biggest suppliers.   
  
The most graphic example of how this pays off was when my team 
conducted a competition for the Pan Government’s stationery contract. 
This supply had historically been tendered for and awarded to a single 
supplier a privatised company that was previously public owned and then 
privatised.   

  
We held the exclusive contract for reverse auction services to the UK 
Ministry of Defence and as a result, were asked to tender/auction this 
£230+ million contract. We combined MoD’s office supplies with those 
of eight other Government departments in the biggest public-sector 
reverse auction to that point in time.   
  
We received the detail of the office supplies requirement of MoD, Her 
Majesty’s Revenue and Customs, Home Office, Dept of Constitutional 
Affairs, Metropolitan Police, Foreign and Commonwealth Office, HM 
Treasury, Office of Government Commerce and HM Prison Service.  

  
The existing supply agreement had evolved over years into a major single 
supply contract with the historic supplier providing the need.  
  
We advised splitting this contract into manageable sections so that 
specialist SME’s and mid-sized organisations could compete.    

  
Our process generated combined savings over existing spending of over  
£100 Million. See http://dld.bz/gPXu8 
  
 
 
 

 



 

 

How did we make such savings?  
  
We saved 43% yet the incumbent supplier could not afford to bid 
commercially enough to win any of the contracts. The reason the 
incumbent was not able to bid the prices needed and that we achieved such 
success was that we had commercially structured the tender documents 
such that smaller specialist suppliers could take part and bid for their 
specialist supply. This was achieved in a fully compliant OJEU process 
and with all parties aware of our commercial changes.  
  
All delivery and supply standards were maintained, and smaller specialist 
suppliers competed for parcels that mirrored their need. We had split the 
contract into sizable portions to achieve true “Best Value”.  
 
In every contract that has been placed following any of our competition, 
the suppliers have performed as per the clients’ requirements and no 
supply company has ever defaulted on their contracted supply.  
  

Address costs and become financially stronger.  
  

I am regularly asked to explain how I managed to create unrivalled “Best 
Value” for clients. I must stress that the commercial knowledge required 
is considerable and that this asset can double the benefits that any software 
solution would bring.   
  
After completing a successful competition using a similar process you will 
see that commercial input and an IT platform are reliant on each other.  
 
You may find it interesting to compare what we have been able to achieve 
with your existing purchasing methods and the results that you could have 
achieved.   
  
Unfortunately owing to the pressure of work many decision-makers have 
little exposure to more advanced purchasing processes. This may result in 
a lack of awareness of their suitability within their own, often highly 
specialised, spheres of operations.  
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I am fortunate in having wide experience operational experience having 
run reverse auctions and structured global procurement contracts since the 
1980’s The first reverse auction that I was involved in was for the supply 
of electricity to my companies’ numerous high electricity usage sites. I 
commissioned auctions to find the best cost for millions of pounds worth 
of annual electricity usage at a time before the Internet had been invented.   
  
The company I used scheduled the supplies such that, the Regional 
Electricity Companies could bid for our supplies using British Telecom 
Kilostream lines. The benefits we achieved were considerable.  
  

An Insight into How an Auction Progresses  
  
This auction for computer-related capital purchases started with bids 
grouped at around £23 Million for a contract valued at £24 Million. 
Bidding started at 10:00 am and was scheduled to finish at 11:00 am. We 
received continuous bidding until after 7:30 pm  
  

The closing stages of the auction (£8 million had already been saved)  
  

  
  

  
  


