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How to Enrol Participants?

This guide outlines some of the tried and tested approaches to ensuring you get the most out of your e-sourcing
activities by motivating your participants to take part and bid for your business.

One of the key objections to e-auctions from a Host perspective is that they do not know how their participants
are going to react to this negotiation technique and do not want to risk damaging the relationship with key
participants. However, until you know what the market prices for your goods are services truly are, you do not
know how much that relationship is costing you.

Use this guide to help you broker the news to your participants and to overcome their objections of engaging in
the process. The guide should help you achieve this whilst also protecting your relationship.
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1. Selling the Benefits

/1.1 Genuine opportunity \

There should be little objection to selling this process to anyone participating in a forward auction, therefore
please note this guide refers to a reverse auction process. The business that is being tendered via a reverse
auction is genuine and legitimate for several reasons. Firstly you as a Host would have secured the budget to
invest in the e-sourcing technology, which may not have come cheap. Therefore the business is watching this
activity and cannot afford to mess around. This feeds into the second reason which is that the
documentation and specifications would have been very carefully prepared. This means that the participant
has a very good and equal opportunity to win business. Frequently Hosts will take this opportunity to
incorporate multi-site spend as well, which means that even the incumbent participants can use this as an
opportunity to increase their revenue. Thirdly the Host would not commit to such a process unless there was
a genuine intention to switch supply, as the Host has nothing to hide behind once the results are in.
Therefore the stakeholders can see the results and will ensure the best decision is made for the business
kincorporationg all factors rather than simply based on a personal decision. /
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1.2 More efficient process

Face-to-face discussions and negotiations can go on for many months as each party throws another spanner in
the works, such as a change of specification, addition of more spend, etc. For an e-auction to work, all this
groundwork must have been completed prior to going to market. In this case the participants merely need to
download the specifications, process them and submit a quotation. The whole process from their side can
take just a few weeks. Plus the Host is coming to the participant with this genuine opportunity rather than the
participant having to invest heavily in sales and marketing activities to seek out exclusive tenders.
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1.3 Potential for future involvement

Once a participant has indicated their interest and demonstrated their capability of taking part in reverse
auctions, there is a high chance they will have further opportunities in the future, be it with the same Host or
with others. Since many auctions are run on the software of a third party, the third party may be in the
position to recommend or promote the capabilities of any successful participant for other customers of theirs.
In other words, once they are on the database, they may receive a number of additional opportunities.
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1.4 Greater upsell potential

Typically the organisations that run reverse auctions are those of sufficient size and spend values to warrant
such a process. This frequently means that whilst an auction is being run by one division of the company,
there are other divisions purchasing similar goods or services who are not involved in the auction. Therefore
the auction can be a way for a participant to get the foot in the door for selling to other areas of the business,
using their performance from the auction as a very robust way of demonstrating that they are the best in the
market. Furthermore, the nature of the requirements will no doubt change during the course of the contract
and that the participant who was successful from the auction will have first refusal on any new business.
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1.5 Transparent and instant feedback

During the reverse auction, participants will receive very clear feedback as to how they stand relative to the
competition. The feedback is also instantaneous and genuine. Participants have no doubt been told in the
past by companies that their offer "simply doesn't meet our budget price", even though it may well have done.
During an auction, this is simply not possible. The only price pressure comes from their competitors so at least
they know where they stand in the market and can plan their future sales strategy around this.
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2. Countering the Objections

There are several key objections that a participant may recite for their hesitancy or even refusal to
engage in the auction process. Please refer to the guide "Myths of Online Negotiation Events", available
to download from the Resources section of the Market Dojo website, for the complete list of what these
are and how they can be overcome.

3. Protecting the Relationship

ﬂderstandably any Host would want to ensure that the relationship they have with their@
participants is not damaged by the decision to competitively assess their performance in the market.
There are a few key ways that this can be done, although the overarching goal is to act with integrity.
By doing so, the Host has no reason to doubt their actions. Afterall, any participant should not
complain about having their pricing scrutinised so long as they can justify the basis for the pricing. Itis
only the participants who have inflated pricing without any value-add justification that are so
reluctant to take part. So the first question is, if you find that your incumbent is in fact over-charging
you considerably without any justification, how does that change your relationship? Of course many
participants would be pricing you fairly in which case the importance placed upon the relationship is
reciprocal, and these are the relationships any Host would seek to protect.

The key approach to protecting the relationship is to de-personalise it. You may have been working
with that participant for many years, inviting them in for meetings every year, receiving excellent
service levels and so on. To ensure this continues, relate with the participant by stating that it was not
your decision to go to auction and that you completely agree with the participant but that you have
no choice. Then state that as they are such a highly valued participant, it would be great to see them
involved in the process as you are sure they would do very well and would have little to fear, and that
it would be disappointing if they chose not to take part as that would most likely mean the business
would be placed with someone who did engage.

Furthermore, all the benefits stated in Section 1 still apply too, which could mean that your
incumbent has the opportunity to win more business or can assess themselves in a fair market.

Finally, any objection that is raised can be neatly mitigated by outlining the reasoning from the "Myths
of Online Negotiation Events", by which point the incumbent should have little concern and the
relationship can remain intact.

As a final note, please refer to the University of West of England research called i-Adapt. The link is

provided on our website within the Resources section. The results concluded that e-auctions actually
improve the relationship between buyers and suppliers. Very much worth a read!




