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E Auctions — Their impact on the Buyer—Supplier Relationships.

Background

Nine years ago the Procurement Innovation research team at Bristol Business School / University of the West of England in
conjunction with the Chartered Institute of Purchasing and Supply (CIPS) conducted research into how E Auctions were used
and in particular how they affected the buyer-supplier relationship. Their findings concluded that rather than the popular
conception at the time that they would have a damaging effect the opposite was in fact the case, at least from the buyers’
perspective. Now in 2012 the same team, again in conjunction with CIPS, have repeated their research to see what has
changed especially as the deployment of this software tool has grown significantly over this time period. The survey sample
was again a mix of mainly private but also included some public sector buyers who have had direct experience in using E
Auctions.

Main Findings

1. Frequency of Use

62% (63% in 2003) of buyers had run their last auction within the last 3 months

7% (34% in 2003) of buyers had run their last auction in the last year

31% (3% in 2003) of buyers had run their last auction over a year ago

33% of respondents had experience of more than 20 auctions which was an increase from 22% in 2003. Only 5% of
respondents had stopped using e-auctions so further research is required to find the underlying reason why a large percentage

have not run auctions within the last year.

2. Categories that have been auctioned

In 2003 we said that the range was extensive i.e. from Cheese to Consultancy . In 2012 we found the same but this time from
Flour to Legal Services.

3. Why run an E auction?

Fig 1: Reasons for Choosing Auction
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As expected and shown in Figure 1, there is a significant reduction in the level of trial / pilot activity, however cost has become
an even stronger top reason. There is also an interesting trend towards ascertaining current market conditions and taking a less
personal approach.
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4. What is your success criteria?

Fig 2: Success Criteria
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Pricing is still clearly the primary success criteria. However, it is interesting to note that the reduction in process time has
become the second most important factor. Surprisingly, an increase in supplier participation is emerging as a key success
criteria. This may indicate some challenges in this are being experienced.

5. How did Supplier performance change post using an E-Auction?

Fig 3: Performance Measures (all)
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The original findings indicated that supplier performance actually increased post an auction, in the above areas for the vast
majority of respondents. These new findings show an even greater level of improvement in the areas of delivery, reliability and
particularly account support. This re-enforces our view that this is largely due to a much improved pre—auction process by the
buyer and a recognition by the supplier that having fought hard, often on price, to win a contract they were going to invest
appropriate resources to ensure they kept it.

6. What percentage of Auctions did the Incumbent Supplier win?

There is a sizeable percentage of incumbent suppliers winning e-auctions. However there is no significant difference between
the two results with 60% in 2003 and 54% in 2012.

7. What were your key success enablers?

The top six enablers in 2012 are the same indicators identified in 2003 however their position in the top six is different.
However, as illustrated in Figre 4, having clear auction objectives rose in prominence whilst training became marginally less
importance.

Fig 4: Key Success Enablers

8. What were your key failure criteria?

As with enablers, the top 5 failure criteria identified in 2012 and 2003 are the same criteria but are in a different order of
importance. As shown in Figure 5, the ‘Lack of a competitive supply base’ which increased in prominence may indicate the
adoption of a more selective approach to auctions from some suppliers.

Fig 5: Key Failure Criteria




9. Do you consciously develop Supplier Management initiatives as part of you E-auction
process?

Fig 6: Supplier Management Initiatives
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As illustrated in Figure 6, again a very high number of respondents made a direct link between their overall supplier
management approach and the use of E Auctions. Reducing suppliers seems to be less important whilst price strengthens as the
primary factor in supplier selection which may well reflect the challenging economic conditions.

10. Would you continue to use E Auctions?

In 2012, 95% of respondents expressed their interest to continue using E-Auctions in comparison with 100% in 2003.
Despite the slight fall, E-Auctions are still viewed as a valued tool by those buyers who are deploying it.

Overall Summary

In answering the question that we posed namely - ‘Does the positive effect we found that buyers auctions had on supplier
performance / relationship in 2003 still hold good in 2012?” - we can categorically state from the gathered evidence that it has
not just stayed the same but in the cases of reliability, dependability and account support, it has actually improved still further.
This supports our original thinking that buyers are undertaking a greater level of due diligence when it comes to identifying
potential e-auction participants whilst suppliers who win e-auctions have developed a similar enhanced diligence in respect of
serving the customer in question.

In respect of a number of areas, the findings in 2012 were fairly consistent with the 2003 findings. This consistency applied to
areas such the range of commodities / services subjected to auctions, the level of incumbent success (54%) and the desire to
continue to run auctions in the future (95%). Key success enablers were again consistent with the 2003 findings with ‘sound
supplier pre-qualifying process’ and ‘comprehensive specification’ heading the list. Similarly, the failure criteria are also
consistent with the earlier survey, with the lack of competitive supply base and poor supplier participation heading this list.

The strengthening of price advantage as the primary reason both for using an auction and its number one success criteria seem
to reflect a ‘sign of the economic times’.

The key areas for further investigation centred around the much higher percentage of buyers who had not run an auction for
over a year despite having significant experience (31% now versus 3% in 2003) as well as the increase in importance of
supplier participation in future events as a key success criteria (79% now versus 60% in 2003).
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For more information on this research, visit: www.icompete.org.uk or email Dr Peter James at Peter.James@uwe.ac.uk
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