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Background

In light of recent efforts in industry to pressure suppliers to reduce costs and lower prices, the Oakland University Board of Trustees has inquired into the university’s efforts to reduce its costs through purchasing tactics.  It is important to first note that there are significant differences between the kinds of purchasing activities generally undertaken in industry and those that occur at a university.  For example, a manufacturer tends to purchase very large quantities of component parts used in the assembly process.  This kind of purchasing gives the buyer much more leverage in purchase negotiations.

University purchasing is much more like industrial maintenance, repair and operations (MRO) purchasing, resulting in purchasing smaller quantities of many types of goods.  Some comparisons could be made for this type of purchasing.  Some MRO tactics that have produced good results include preferred supplier arrangements and negotiations to purchase.

Current Tactics

The following illustrate tactics that have been implemented at Oakland University to secure low prices, improve efficiency and reduce cost.

· The university currently has negotiated preferred vendor arrangements with Office Depot, Verizon Wireless, Roth Staffing, and shortly will have a supplier for copiers and science supplies.

· Current university policy requires competitive pricing for purchases of between $2,500 and $10,000.

· University policy also requires competitive bidding for purchases over $10,000.

· The University has an arrangement with Steelcase for furniture net an average 57% discount, and with K I for furniture net an average 51% discount.

· Educational pricing from Gateway, Dell, Digital and Compaq net more than 10% discount.

· Our association with E and I Cooperative nets cost savings on a variety of items that they negotiate for on behalf of colleges and universities around the country.  In addition to furniture for classrooms, residence halls and libraries, we can also purchase media and media storage items, cleaning supplies and equipment, and tools, among other things.
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· Educational discounts for computer software such as the University's email system, calendaring system and software tools offer about a 10% savings.

· We have negotiated an education discount fixed rate for Microsoft products that is not dependent on the number of users.  The more we use it, the less it costs us per user.  This will be very cost effective as the university grows.

· We occasionally negotiate gifts of software or other items needed for the university. 

· The University has expanded its use of the purchasing card to allow departments to take advantage of price reductions found in phone orders and Web orders.

Future Tactics
The following are practices that are either under development at the moment or are in planning for the future to further improve purchasing cost savings.

· Expand the use of preferred supplier arrangements.  This strategy applies the power of negotiation to a purchasing environment that mandates bidding rather than negotiation.

· Implement on-line purchasing to the departmental desk tops to make the purchasing process more efficient and allow us to connect to suppliers’ Web sites directly.

· Improve throughput of invoices via imaging and Web integration to take full advantage of purchase and payment discounts.

· Review and recommend purchasing policy changes that will take greater advantage of modern purchasing techniques such as on-line auctions and Web purchasing.  Bidding, particularly sealed bidding, is expensive and may not be the best way to get good prices in an electronic age.  Our current policy also limits the use of direct negotiation, a powerful purchasing tool.

· Expand the use of the purchase card and ACH payment settlement.  SCT Banner has much of this capability, but implementation must result in a well-controlled process.
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