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INTRODUCTION

Information Technology has the potential to make a dramatic change for the good in any distributors
business. It can, if selected carefully, achieve the holy grail of increasing revenues while also
reducing costs. But and it’s a huge BUT, if the wrong solutions are chosen or indeed the wrong IT
suppliers, IT can have the exact reverse effect, often bring companies to their knees as they feed a
bottomless pit with their hard earned capital.

This paper looks at how distributors can avoid these pitfalls and maximise the chance of
success of their IT projects. In particular it looks at:
> Getting the requirement gathering process right
» The choice between building your own solution vs buying the solution in
» Managing the Tender Process
> Selecting the right Partner
> Getting help
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GET THE REQUIREMENT RIGHT

Any procurement process needs to start by getting the requirement for the project clearly defined.
What is the pressure and motivation for change? Is there a valid business driver and is there a clear
vision of how it will be a force for good? If the business knows what it wants and why, does it know
how it will work —what the requirements are? Of course these requirements may be adapted as
lessons are learnt during the procurement process, but nevertheless it’s important to have a sound
foundation to build upon.

It may sound obvious, but it’s essential to ensure that all relevant stake holders are consulted. This
of course includes all decisions makers, both initially and throughout the process. Failing to do so,
could result in refusal to support your end recommendation and/or ongoing resistance as the
project progresses. Stakeholders can be a broad and disparate group of people and certainly needs
to also include, end users, IT representatives, finance, and support personnel.

In choosing representatives to take part in the process, don’t just go for the loudest (although you
need some of these), but look for a variety of skills, temperaments, experience and knowledge.
Involving independent facilitators can be invaluable in taking care and skill to tease out contributions
from all, noting all suggestions and concerns, but bring them to a consensus opinion wherever
possible within the workshops you attend.
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BUILD VS BUY

When a distributor is investing in a technology change or refresh, there is often an early decision to
make — do we build one ourselves, get a specialist 3rd party to build it, buy a existing package or

customise an existing package.

A desire to control or create something unique, often leads organisations to build their own
solutions and while this may be valid, the decision to go it alone needs to be made very carefully.
Many, many, companies have tried to build their own solutions and found it creates a monster
which grows and grows within its own organisation. More and more demands for certain
functionality come in and more and more resource is required, costs escalate and as technology
changes the solution can’t keep up and falls further and further behind the competitors’ systems. It
is essential to look for ‘speed to benefit’, even if this is achieved on an incremental basis.

Of course the choice is more complicated than simply build or buy - you can build the solution in-
house or get a third party to build it; you can buy a pure package, or buy a package and tailor it; you
can buy a package which comes with a toolkit to maintain it, or you can buy a set of functional
components and glue them together. Which one is best depends on your organisation and
objectives, but decisions often boil down to control (over functionality, individuality, architecture,

suppliers) vs cost.

A The Domain of the Wise The Domain of the Large

Package with

Control Self Build

I

Supporting Toolkit

...............................................................

Component approach

The Domain of the Small : The Domain of the Brave

Package

[ Supplier Configured

[ Pure Package

>
Cost

The diagram depicted above positions the different approaches against the dimensions of cost and
control. The eventual position of any option will depend on the effectiveness of both the distributor

and the supplier but a range of likely relative positions are shown.
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The pure package is suitable for some but typically those with constrained budgets. A package that
the supplier configures on behalf of the client provides an element of control and individuality, but
the costs of doing so, especially with on-going maintenance and evolving change control, needs to
be considered carefully. However, where the supplier provides a toolkit to the distributer providing
the choice of self configuration the level of control increases often with only minimum overhead.
However, the business needs to understand and manage the process of self configuration and
incorporate it into their internal development capability. This level of control may still not be
sufficient for some larger organisations where the choice becomes largely one of self build, build
from a set of 3rd party components or getting a 3rd party to build. While this route gives greater
control it is high cost and the success is dependent on ensuring the right skills are on the project to
help avoid the pitfalls of many, many large projects from the past.

There is an irony that many companies business management will say that they want a ‘package’
that does 80% of what they need. Many suppliers will say that this is what they can deliver.
However, there is a mismatch in understanding as most businesses expect more [much more] than
20% customisation when they get into detailed requirements definition, whereas the supplier has
allowed usually only priced for the 20%. It is important to realise this for the benefit of both parties
as it is often the cause of friction and disappointment.

There is no right or wrong approach, but distributors must go into the project understanding the
issues with their approach in order that they can manage them and capitalise upon the undeniable
business benefits of a good system implementation.
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THE TENDER PROCESS

Tender processes vary hugely between organisations but in nearly all cases can be streamlined
without damaging the decision processes. At one extreme a business manager having seen
something that ‘turned him on’ and he says ‘l want one of those’, to the other extreme where the
organisation has a team of people working for months on creating a document that would sink a
battleship and involves huge time and cost to those tendering and organisation itself. Organisations
should look at the balance between ‘purpose, process, timescale and cost’. Below are some
suggestions on how to maximise the effectiveness and efficiency of procurement processes.

Request for Information (RFI)

Use a simple Request for Information (a high level discussion document) to shortlist vendors. It’'s not
really fair to the vendors if there are more than five to ask for detailed documents and it’s certainly
not ideal for decision makers to have to consider too many detailed documents. A high level
guestionnaire can help to create a shortlist from a wider market trawl. This can then be followed
with a more detailed questionnaire (request for proposal or RFP) to the shortlisted vendors and the
detailed responses can have the appropriate time devoted to them, allowing a far more detailed
analysis.

Request for Proposal

The Request for proposal is where you get under the skin of the competing offers, but even here
don’t go overboard on the detail or you will cause delays, make the evaluation more complicated
and you may fail to see the wood form the trees. Ask a few open questions at the start and follow
this with some tables in order to simplify comparison between features.

Include a formal presentation in the RFP process as this will bring the document alive and let you
test the potential for your people working in a single team with the vendors’ people.

Comparing apples with pears

It is often said that a RFP should be structured to allow simple and clear comparison, ensuring apples
and compared with apples and not with pears. However, in reality no two vendors have the same
product, company structures or pricing structures so making a clear comparison is not always
straight forward. While clever questioning can smooth out these differences it will not always get
you to a stage where direct comparisons can be made. This is particularly the case for the charging
structures of vendors which do vary so dramatically.

Vendors can be asked to complete a table in a set structure and in theory this should allow
comparisons. However, vendors often can’t fit their pricing structures into such tables and
misunderstandings of what is being asked for often occur. As a result, having received the responses
from vendors, it is important to pull all the pricing responses together and play the figures back to
each supplier in your own words to get confirmation that you have understood the pricing fully. This
is such a crucial stage that it may be wise to hold pricing workshop with each vendor to ensure there
are no misunderstanding — as they say, ‘the devil is in the detail’.
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Reference

Carefully reference any Vendor before making your final choice. Visit at least one site and speak to
another two by phone. However, do your research into the reference sites before you go to them.
External consultants may be able to provide the inside track on the projects you are reviewing and
arm you with the right questions to ask.

Try and see them without the vendor present, as answers will usually be more forthcoming. If the
vendor insists on attending, ask why. Vendors may try to stage manage these events which can
prevent you getting the whole truth.

Of course you rarely get to see the bad reference sites, so always be aware you are only seeing part
of the whole picture.

Negotiation

Some see this as a potential area for battle. It doesn’t have to be so and should be managed openly,
honestly, positively and fairly. Vendors are there to make money and customers should want them
to do so. If there is insufficient or minimal margin, the vendor may engage, but their motivation will
be minimal too. The initial price may be offered or negotiated to a level where the contract is
awarded, but it important to understand the realistic holistic costs. They WILL happen, explicitly or
implicitly, whether through change control or from ‘crisis management’ when it goes wrong.

Don’t treat this as a percentage game as it becomes easy for companies to increase the initial tender
knowing that they will have to reduce — a hollow victory. It is better to know what costs are involved
in delivering the solution and also how the potentially complex pricing elements are used to recover
this in a way that works for both parties. With this knowledge, a sensible and mature negotiation
can take place.

Creating an effective tender process
> Use and RFI to help shortlist — it’s quick and easy for the buyer and supplier.

> Keep the RFP focused on the key questions that will affect your decision process and then
back it up with formal presentations.

> Replay key information back to the vendors (preferably face to face) and get their
agreement, in writing, that you have interpreted their information correctly.

> Reference carefully, preparing well before you go — check out the industry gossip on the
project, and prepare questions that address your perceived weakness. If possible
reference witout the vendor there.

> Negotiate hard but fair — you want a good deal but it is in everyone’s interest that the
supplier makes a profit as well.
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THE RIGHT PARTNER

One of the most important aspects in any procurement is choosing the right partner. To help with
this it is important to understand not only the products of the vendors, but the organisational
structures, capability and capacity. Do they have the structure and resources in place to support
your type of project? It continually amazes us how many purchasers overlook this. Companies from
a package background rarely have the infrastructure, such as enough project managers, business
analysts and QA to support projects that need large amounts of bespoke work or integration.
Whereas the traditional bespoke vendors rarely have adequate helpdesk and product oriented
support infrastructures to enable them to deal with a large community of disparate users.

In addition, companies vary in the vision they have and their delivery capability. Unfortunately it is

rare that both the vision and execution track record exist in the same organisation. The diagram
below shows how we can map vision and execution.

The Right Partner

The Dreamers

Vision
Trusted but Dull

Execution

Many organisations exist in the bottom right hand corner, high on delivery capability but low on
vision. In many case this is not a bad place to select a vendor from, as long as the vision can be
brought in from elsewhere, either within the distributor or form other external sources. Often, but
certainly not always, this delivery security comes at a price as these organisations tend to resource
projects heavily to secure success and this may put the price out of reach of many distributors.

Other vendors exist in the top left. Again vendors from this quadrant have their place as their vision
can provide a real differentiator to a distributor. However, the price here is risk. Choosing vendors
in this box needs to be the domain of organisations that have the delivery procedures to drive and
control the project and the business resilience to cope with delays as the project hits the inevitable
bumps along the road to delivery.

Organisations in the bottom left hand quadrant need little mention here — simply avoid them. Why
take the delivery risk if there is no vision to give any commercial advantage. The top right hand
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qguadrant is of course the ideal place to select vendors from but the key is how to spot these,
although tracking the life cycle of organisations and using independent industry expertise can help.

In the quadrants below we show how new entrants often enter the market full of vision but with
little deliver experience. As they engage the market the vision increases as does there delivery
capability until they enter the Dream Team Quadrant for that all too short period of time. As they
achieve success, they meet delivery and support issues and often spend less time looking to the
future. Their legacy software and customer base then becomes harder to move towards the future
needs even if the company can spot them. These challenges soon drag the vendor out of the
visionary space.

Once the vendor is in the bottom right hand quadrant the direction the company takes will depend
on the strength of the management and indeed business model. Strong companies will invest to re-
energise and move back into the dream team world, through recruiting expertises and in effect
buying more capacity while also launching new products. However the danger is that weaker
companies hit more and more delivery issues and don’t invest to get off of the slippery slope into
the bottom left hand quadrant.

The Dreamers

Vision

Execution
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THERE IS HELP

With the vast number of vendors in the marketplace choosing a supplier can be daunting. Add to
this that each distributor probably replaces the same core component, for example a Point of Sale or
Back Office system every five years so it is unlikely that they have employees that are up to date
with the latest developments for that key area. As a result many distributors look to get help in their
procurement processes. The level of help will depend on the internal resources and experience
available as well as how open minded they are to using external expertise, but examples of where
they may get help include:

Helping define the requirements

Some distributors don’t want their requirements definition constrained by the knowledge within
their own organisation. Such a constraint may stop a step change in process and lead an
organisation to simply do the same as they currently do; perhaps more efficiently. To gain a wider
perspective and learn from how others in the market have solved similar issues and taken advantage
of the opportunities they faced, they bring in external help.

Short listing Vendors

To help streamline and accelerate the selection process by avoiding a review of the vast numbers of
vendors in the market, experts may be consulted with a view to providing a shortlist. Whilst this can
cause a less complete review of the market it can save considerable time and good expert
consultants should have deep enough and up to date enough knowledge to make the whole of
market review unnecessary.

Writing the tender Document

Getting a tender document that collects all the necessary information, yet doesn’t overcook the
detail is not easy. Also, structuring a tender document to allow easy comparison between vendors
takes practice and skill. Companies that have large internal procurement departments may feel that
they have this skill but it is often more a case of ‘process management’ than having the relevant
knowledge and expertise about the solutions. Smaller organisations will almost certainly need
assistance in this area, but may be concerned about budget.

Managing the selection process

The selection processes can be time consuming and distracting. Vendors need briefing, questions
need answering, meetings co-ordinating, documents analysing, and decision makers need briefing.
Outsourcing this can save time and effort allowing distributors to focus on their core business.

Specific Points of Advice

Some Distributors may not require support during the main procurement process but just have a
particular point they need guidance on. This may be something such as understanding the market
positioning of certain vendors, needing advice on a particular architectural concept or simply
bouncing off ideas or sanity checking a decision.

Commercial negotiations

Procurement consultants are often able to help the distributor understand the pricing structures put
forward and spot the soft points in any proposal. The analysis together with their knowledge of the
competitors’ pricing can help secure the best commercial arrangements are obtained.
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About ATS8

AT8 Group develops and delivers* Busi ness | mpr o v-e@rimarily forth Firarqig si t i ons

Services industry. We apply a holistic approach and thought leadership through 8 key stages of
developing and implementing business improvement:

Investig8 ~ Innov8 ~
Cre8 ~ Activ8 ~ Invigor8 ~
Oper8 ~ Evalu8 ~ Regener8

We have in depth knowledge and experience of the market along with an understanding of its
challenges and opportunities. Our Principles and Consultants have an excellent track record of
delivering tangible benefits to both providers and suppliers alike.

Below are just some the areas of expertise that we have implemented:

e Point of Sale processes and IT solutions

e Worksite marketing solutions

e Sales Strategy and Management

e Strategic Review and governance

e New business initiatives and company start-ups
e Business process re-engineering

e Regulation and best business practice

e |CT Vendor Selection

We have an open and flexible approach to how we work with our customers and take pride in what
we do and the value we create.

If you would like to speak to AT8 about the procurement services we provide please contact Mark
Loosmore on 01789 266 482 or email Mark at mark.loosmore@at8-group.com.
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